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The Honorable J. Millard Tawes
Governor of Maryland
Annapolis, Maryland

Dear Governor Tawes:

The essence of Yyour charge to us on March 6,
1963, was "to examine all factors contributing to the
rising cost of hospital services and to submit recom-
mendations to change this trend without affecting the
quality of medical care given in our hospitals.”

This is the report which endeavors to answer
the questions involved in the task you asked us to
undertake.

We believe we have set forth a full answer as
to why hospital costs have increased as sharply as they
actually have over the past decade, not only the type
of increased expenditure but also the root causes for
the increase.

We have also found the factual answers to a
number of questions and disputed beliefs concerning
hospital utilization and its effects upon cost, about
which the public has heretofore not had the benefit
of adequate data.

Many of the facts developed during our study
of more than a year have never been gathered before for
Maryland. It is our hope that all of them will help to
provide a firm base upon which sound judgments and
future actions can be developed by all concerned.

While we believe that the main causes for
rising hospital costs are still in effect, and probably
in undiminished force, we find a number of areas in
which reductions should be possible without lowering
the quality of health care. Furthermore, aside from
the matter of hospital costs, and perhaps of even
greater importance, we find that a major solution is
needed for the fact that certain communitywide costs
are now saddled on only a portion of hospital users.
We also think that an effective planning mechanism
needs to be created so as to avoid unintended waste
and duplication of efforts. Our proposals for
developing all three of these matters, along with a
suggestion as to an administrative method for further-
ing and accomplishing the needed solutions, are set
forth in the immediately ensuing "Conclusions and
Proposals.”




Quick and easy solutions to the cost problem
are not possible. Indeed, much cooperative work between
the hospitals, our physicians, the public itself,
and the State and local governments, will be required to
effect the proposals we have made; and some courageous
decisions will be needed, too. However, the quick and
complete cooperation we have received from all concerned
with the hospital problem—whether hospital,physician,
insurance, or government—permits us to express the
belief that the suggested improvements can and will be

made.

For summation purposes the "Conclusions and
Proposals," "Summary of Detailed Findings,” and
"Maryland Hospital Costs in Perspective" precede the
detailed study itself.

Very truly yours,

Chairman
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CONCLUSIONS AND PROPOSALS

We have endeavored to make the deepest and
most extensive examination ever attempted of the
facts about the cost of operating the general or
short-term hospitals in Maryland, about bed ca-
pacities and the various aspects of how they are
utilized for patient care, and whether there is any
significant “abuse” or misuse of these facilities.
The volume of the facts and statistics which it has
been necessary to gather and interpret in order to
examine and evaluate this complex problem has
been on a very large scale.

The findings from this wide and deep examina-
tion can be summed up in these basic conclusions:

1. We do not believe that any really significant
portion of the large cost increases which have
taken place during the last decade could have
been avoided.

One single factor, rising wage rates with
shortened workweek, caused sixty per cent of
the total increase in the average inpatient
costs per day which occurred since 1953. This
one factor was one and a half times greater
than all the other causes put together,

A substantial part of the remaining in-
crease in average per-day costs was caused
by the advances in medical technology made
during this period. While they produced
vastly better patient care and resulted in
many additional patients being cured, or im-
proved, these advances have inescapably re-
quired more costly procedures, addition of
expensive equipment, highly trained para-
medical personnel, and more complex patient
care.

Inflation in price levels generally, replace-
ment of old facilities with more costly new
ones, and rising standards for patient com-
fort, also added to increased costs per day.

2. The evidence indicates that there has been no
decline whatsoever from former standards as
regards the length of stay of patients, or the
occupancy rate of the hospital beds in Mary-
land. The evidence also indicates that this
State does not have too many hospttal beds.

Marylanders have less hospital beds avail-
able to them, per thousand people, and get
along with less days of hospital care, than is
true elsewhere in this general area of the
United States or for the nation as a whole.

The average length of stay in Maryland is
now actually slightly less than a decade ago
(8.2 versus 8.4 days on the average).

The “occupancy factor” of hospital beds is
higher, i.e., more intensive (79.5% versus
74%, on the average).

The number of hospital beds is probably on
the low side of what it should be and not on
the high side. It is below nationally recom-
mended standards and national averages.

The days of hospital care given is some
20% less per thousand persons than the na-
tional average. This is the best single overall
evidence as to the combined effect of admis-
sions, lengths of stay, occupancy factors, and
number of hospital beds in service.

The evidence does not indicate that hospitals
are tmproperly used to any significant exteut,
or to a degree that could have significantly
affected hospital costs in the past decade.

An elaborate study and examination by
qualified physicians of the medical record for
every patient in every general hospital in
Maryland on a selected day—a normal week-
day on which the available beds were 86 %
occupied—and as more fully described in
Section IV of this Study, indicated that the
number of ‘“‘questionable” cases or ‘“question-
able” tests and procedures was quite low, con-
sidering that decisions of health or danger to
life were involved.

In only .6% of the cases did the two re-
viewing doctors agree that the admission
could be medically questioned.

In an additional 4.8% of the cases one, but
not the other, of the two reviewing doctors
found cause to medically question the hospi-
talization.

The reviewing physicians could give no
consideration or weight to home conditions or
other social and nonmedical circumstances,
and if weight is given to these factors which
must also influence both the admission and
the time of discharge of the patient, a lower
level of figures would be more accurate meas-
ures of the actual conditions.

There was another group—514 % —where
there were some elements of doubt in varying
degree.

. Maryland’s trends since 1958 as to hospital

admissions, length of stay, occupancy factors,
and costs have corresponded directly with the
trends tn the nation. The various levels in
Maryland are similar to those for the nation.




The conclusion is fully warranted that the
rise in Maryland’s hospital costs has been due
to factors which are national in scope rather
than local.

. Hospital costs for the immediately ensuing

years will continue to be affected by two
forces which will tend to make those costs
rise further,

a. The factors which caused the rise during
the last decade are still operative, particu-
larly rising wage rates and more complex
medical care technique.

b. The public will continue to want, and ex-
pect, easier access to hospitals and greater
use of hospital services, notwithstanding
higher costs. This is the result of such social
forces as a higher standard of living, greater
proportion of married women in outside em-
ployment, greater mobility of the popula-
tion, better education, and greater interest in
good health.

There are a number of areas in the hospital
cost structure in which savings should be
posstble.

The Commission lists eleven areas where
substantial effort should be applied and where
cost improvement can be reasonably expected.
Included therein are recommendations that
hospitals as a group should probe certain as-
pects of their activities, that physicians look
more closely at some of their practices which
have an effect upon hospital costs, and that
governmental bodies look at some of their
policies which affect both costs and rates to
the patient. The eleven areas are documented
in detail in Section VIII of this Study and are
briefly summarized immediately following
these Conclusions and Proposals.

Constructive solutions to the task of holding
down hospital costs should not be permitted
to affect the quality of medical care given in
our hospitals.

Two of the Commission’s findings should be
heeded by the public and its representatives
in its search for such solutions:

a. A voluntary and cooperative mechanism
such as America’s unique hospital system in-
timately involves all the population at one
time or another, all the physicians, and all the
hospital personnel. In such a mechanism it is
inevitable that there will always be some
margin of intended and unintended misuse.
It cannot be expected that there can be a total
elimination of the cheat, ‘“chiseler,” or the

inept. However, the Commission clearly finds
that in Maryland what is “wrong” is rather
low and what is “right” is very high. It
should be so, for life itself is involved.

b. A sound solution to the problem of hos-
pital costs does not lie in restricting the
proper use of general hospitals, Any serious
effort to interfere with the public’s access to
hospital care by restricting the supply of
facilities will probably not be accepted in this
era of high economic well-being. It could,
if successful, be damaging to the health of the
people of Maryland. As a related device de-
signed to restrict demand, the use of “deduc-
tible” or coinsurance provisions has been ad-
vocated in some quarters. The evidence in-
dicates that the case for that device is not at
all persuasive,

It is the Commission’s opinion that the an-
nual operating cost of all the general hos-
pitals in the State is not of such a size as
to warrant a policy of restrictive actions.
Maryland’s total annual hospital costs rep-
resent only 114 % of the disposable personal
income of the State’s population. The Com-
mission notes that these total hospital ex-
penses are substantially less than each of a
number of optional expenditures which Mary-
landers already manage to finance with rea-
sonable facility, such as automobiles, betting,
gasoline, tobacco, and alcoholic beverages.

The Commission finds that up until now,
the devices of building other facilities (such
as nursing homes or special-purpose facili-
ties) to keep down the demands upon general,
acute short-term hospitals, have not really
reduced hospital costs. These facilities un-
questionably improve health care available
to the public, but they apparently do not re-
duce hospital costs.

The Commission recommends that steps be
taken which will avoid the inequitable burden
tmposed on many of the hospital users, for
costs which should be spread over the entire
community, thereby making it possible to sub-
stantially reduce the bills for those hospital
users who are now paying more than their
share.

Two situations outside the area of hospital
costs and operations are now compounding
the problems of rising costs. These two situa-
tions may be phrased as questions:

a. “Who pays the bill for the patient who
doesn’t pay his own bill ?”




b. “Who pays the costs for the more ex-
pensive hospital patient groups of the com-
munity, after the preferred risks represented
by the active workers in the business com-
munity (including government) are siphoned
off and covered at group insurance rates ap-
plicable only to them?”

The Commission finds that the size of these
two burdens is now of major magnitude. The
failure to meet these costs on an effective
communitywide basis is a principal factor,
from the individual citizen’s viewpoint, in
causing his own hospital bill to be higher
than it would otherwise need to be. The very
unevenness of the burden of hospital costs is
itself a principal burden.

A preliminary clarification of the major
factors involved is necessary.

a. As to “who pays the bill for the patient
who doesn’t pay?” several main facts stand
out: (1) between 25% and 30% of the total
hospital billings are not paid for by the
patients receiving the hospital care. About
half of that $31 million sum for 1962 was
paid for by the State, Baltimore City and
some counties out of their tax revenues (this
includes the Certified Medically Indigent pro-
gram and unpaid bills at the University and
Baltimore City hospitals). The other half
was absorbed by the other 42 nonprofit hos-
pitals in the State; (2) bills are higher than
patient-care costs alone would require, and
they could be reduced substantially if all bills
were paid; (8) neither commercial insurance
companies nor Blue Cross purports to pay or
‘contribute toward uncollected bills; (4) pay-
ments made by governmental bodies for the
care of the indigent are less than cost; (5)
voluntary nonprofit hospitals have no “profit”
or other funds (except helpful but insufficient
charitable contributions) to absorb the costs
represented by these uncollected billings.
Therefore, hospitals must set room and serv-
ice rates to attempt to recoup some part of
these unpaid costs. But Blue Cross does not
pay hospitals at room and service rates. It
pays costs (except when rates are lower than
costs). The patient with commercial insur-
ance pays what he receives from his insur-
ance company and must pay the difference to
the hospital out of his own funds. Frequently,
he cannot pay this difference and this ac-
counts in part for unpaid hospital bills. Un-
der the State plan for the Certified Medically
Indigent, payment in part is made on the
basis of hospital costs, not rates. This results
in further hospital deficits.

b. ‘“Who pays the hospital costs for the more
expensive group of the community?’ One
principal group among the more expensive
are those people over 65 years of age. They
need three times as much hospital care per
person as the group under 65. They are hos-
pitalized more often than the average and
stay longer.

The preferred risks are the active business,
industrial and government workers under 65
in the community. They are covered by com-
mercial insurance carriers and by Blue Cross
in employee groups.

The commercial insurance companies in-
sure proportionately few over 65 years of
age. Blue Cross is the chief insurer of this
group, though at slightly higher rates than
for the active workers under group contracts,
because the majority of them are on an in-
dividual, direct-pay basis.

One striking example of the burden created
by a “more expensive group” is illustrated by
the effect on Blue Cross. The 65-and-over
group paid Blue Cross in 1962 $4,300,000.
Payments for hospital costs for this group
were $7,200,000. The loss to Blue Cross for
that year was $2,900,000. The other sub-
scrtbers to Blue Cross helped to make up this
extra burden.

Only one-third of Maryland’s age 65-plus
group has even this much protection.

. It is not proper to place the heavy burden of

the hospital costs of that portion of the hos-
pital users who do not pay their own proper
proportionate shares onto the hospital users
who do pay their own share. It is also wrong
to place this cost burden on the hospitals. A
proper allocation of these costs will reduce
the costs to the patients who pay their own
way, either directly or in part by insurance
other than Blue Cross.

Since (a) Blue Cross does not pretend to
pay for the costs of serving other patients
which the hospital must care for without re-
imbursement, (b) commercial insurance com-
panies pay limited amounts regardless of how
large the patient’s bill may be or what a hos-
pital’s costs may be, and do not generally in-
sure high-cost groups or pretend to pay for
serving nonpaying patients, and (c) State
and local governments do not pay full costs of
caring for those indigents who are referred
to the hospitals for treatment, it follows that
the charges which hospitals make to other
paying patients are definitely affected by the
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fact that these three other groups contribute
nothing toward the cost of caring for those
other patients who cannot pay for their care.
It also follows that if all groups did bear an
appropriate share, the charges to. this last
group could be substantially reduced.

The heavy burden of unpaid hospital costs
cannot be met primarily by the patient who
is not insured (whether Blue Cross or other-
wise) or by charity. It must be borne by all
the community whether in the form of tax
levies or by other equalization methods.

The inequitability of these burdens will in-
crease as demands for public welfare increase
and concomitantly the concept of hospital
care as a ‘right” is accepted by public author-
ities.

The Commission recommends that a hard
and realistic recognition be given to the truth
that under today’s expanded welfare concepts
it is no longer reasonable to screen out cer-
tain large costs applicable to the community
as a whole and assess them against only
some of the hospital users instead of against
all of them.

Under Maryland’s policy of preserving the
system of voluntary hospitals, which the
Commission recommends should be continued,
practical solutions must be evolved for equi-
tably spreading the cost of “Free Care” pa-
tients and other unpaid bills.

If Maryland’s hospitals were predomi-
nantly owned by State or local governments,
the problem of spreading the unpaid-for costs
would be soluble via the tax system. We do
not recommend that solution. We believe the
better and cheaper answer is to preserve the
voluntary nonprofit hospital rather than to
substitute the governmental hospitals. If the
nonprofit hospitals are to be preserved, how-
ever, some other means must be found to
spread these unpaid-for costs equitably. We
suggest that the Council which is referred to
in the next recommendation should probe
much further into methods for solving or
ameliorating the inequitable distribution of
the hospital cost burden demonstrated here.

No simple solution is available. For ex-
ample: ideas that have been advanced here
or abroad of how to resolve it include uni-
versal and compulsory health insurance for
all persons; programs to aid specific groups,
such as the Federally sponsored “Medicare”
proposals for the aged, whether financed and
operated as part of the Social Security mech-

11.

anism or as a part of the general “relief”
mechanism; a tax upon all health insurance
premiums so as to equalize the burden and
provide funds to pay for the community load
represented by those who cannot pay or pay
in full; and a combination of indemnity
insurance plus governmental contributions,
which is the unique Australian National
Health Scheme. All of these suggestions
involve serious questions of public policy,
including tax policy, and they also require
a national approach.

Three ideas which would require local
action only are these: First, a system of
reimbursement by the State or the counties
to the hospitals for “Free Care” costs and
other unpaid hospital bills, with some form
of control to prevent undue abuse. Second,
an alteration of the standard formulae for
computing the per diem reimbursable rate
applicable to payments by Blue Cross under
its contracts, and by the State and local
governments for the “Certified Medically In-
digent,” so that the so-called “Free Care”
costs (as defined under the present standard
system of accounts) are included among the
total expenses for the purposes of determin-
ing the per diem reimbursable rate. Third, al-
teration of the basis for the State, Baltimore
City and County payments for the “Certified
Medically Indigent” care so that costs of the
current year, rather than the prior year, are
used as the basis of computation of the per
diem rate; payment should be made for the
actual number of patient days of hospital
care given to those served under the Certi-
fied Medically Indigent program; and pro-
vision should be made to enforce (through
withholding means) the 20% payments which
should be made by each political subdivision
under the Certified Medically Indigent pro-
gram, in those instances where full payment
is not voluntarily made by the subdivision
itself. This third . suggestion would more
equitably carry out the apparent intent of a
program already in effect and we therefore
recommend its adoption without waiting for
any longer pull solutions.

The Commission makes no specific recom-
mendations as to how the whole of this prob-
lem should be solved, for many factors are
involved which are beyond the scope of its
work.

Provision should be made for the formation
of an organization to accomplish the Commis-
sion’s proposals, and to tackle the many in-




dividual hospital matters which mow find
their way to o number of separate State
agencies, sepwrately appointed Commissions
or committees, Legislative commitiees, or to
the Governor.

We recommend the formation of an organi-
zation called by some name similar to Coun-
cil for Hospital Affairs. Initially it should be
established as a voluntary group, and if not
effective in that form, it should be given
statutory status. It should be intended as the
major force in the organization of all hospital
efforts in the State.

We recommend that maximum public sup-
port should be given to the Council so that
its judgments and proposals may have ade-
quate practical force. This support should
take the form of cooperative action by all
fund-raising bodies, plus a reexamination of
licensing provisions and other governmental
relationships, and adequate financial support,
and such other steps as may prove to be
desirable.

This commission should be made up of
leading citizens from all parts of the State
representing the general public, the Associa-
tion of Commerce and other business groups,
the Medical and Chirurgical Faculty, the Leg-
islature, the Hospital Council of Maryland,
the Maryland State Bar Association, organ-
ized labor, the State and City Health Depart-
ments, the Maryland Hospital Commission,
the major organizations administering public
welfare, and similar groups and organiza-
tions. It should be a strong committee made
up of able persons interested in devoting their
time, talents and ability to hospital planning
and hospital problems.

It would be managed by a Board of Direc-
tors named in part by the Governor and in
part by the above organizations, in a manner
to provide the broadest responsible Statewide
representation. There are several models for
such a Council because a number of states
and major cities have already experimented
with them in various forms.

Such a commission would review plans of
all hospitals and discourage construction or
expansion not conforming to community
needs; review plans and programs for the
establishment of new hospitals, the expan-
sion of existing ones, and make recommenda-

tions in the light of overall needs of an
adequate hospital system; develop plans to
assure the effective use of community funds
by avoiding the unnecessary duplication of
infrequently used or costly facilities’; promote
the coordination of services among hospitals
and related health facilities, including nurs-
ing homes and chronic disease hospitals;
recommend and encourage merger of hos-
pitals or hospital services where feasible and
in the overall community interest.

It would also foster the continuing task of
achieving maximum economies in hospital
operations by sponsoring investigative proj-
ects, assigning them to appropriate groups
for execution and arranging for their financ-
ing when necessary; bring about better use
of hospitals on the part of hospital staffs by
encouraging a review of the medical records
of all discharged patients by utilization com-
mittees, and by other means; study and
recommend what, if any, measures shall be
taken to equalize the burden of hospital care
given to those who cannot pay but do not
qualify for aid under the State’s program
for the medically indigent; make similar
recommendations in respect to the group over
65 years of age.

Such a Council could bring about an evalu-
ation of responsibilities as between the De-
partment of Welfare, the State Health De-
partment, the hospitals and the nursing
homes. It should include in its recommenda-
tions State as well as voluntary facilities,
proprietary hospitals and nursing homes. It
could act as the focal point through which
the public aspects of all hospital problems
could be given well-rounded and capable
consideration.

We recommend the formation of such a
broad-based commission rather than having
the Maryland Hospital Commission, recently
created under the Hospital Construction Act,
attempt to perform such duties. That statu-
tory body was created primarily to receive
applications for State loans for hospital con-
struction; evaluate such loans in the light of
the hospital’s conditions and needs and make
recommendations on the loan request to the
State Board of Public Works. We believe
the body we recommend could function much
more freely and on a wider base, with broader
objectives. If necessary, it should be imple-




mented after adequate study by statutory
sanctions.

Properly conducted, it should fill the need
which now exists for a body of broad scope
to guide the orderly development and efficient
operation of the hospitals of Maryland. It

should become the keystone of the arch .of
the many governmental and voluntary bodies
which necessarily must comprise our complex
hospital system. It can show the way. The
path is not easy, for much research and study,
and implementation of courageous recom-
mendations, are required.




ELEVEN MAJOR AREAS FOR COST REDUCTION EFFORTS

. Proper size of the personnel complement for
vartous-sized hospitals, and elimination of the
wage costs resulling from excess personnel,
if any.

There seems to be a large differential in the
number of employees between hospitals of
about the same size.

Operating Methods and Economies.

Much has been and is now being done to
find economical ways of operating; even more
should be attempted.

Standards fb'r the prope% use of laboratory
tests, X-rays, and other diagnostic tests, and
elimination of the excess, if any.

This is involved in the art and techniques
of medical practice, but physicians should
give consideration as to what is the best prac-
tice in this area so that a sensible balance be-
tween patient care and cost is achieved.

. Reduction in the cost of physician work done
in the hospital.

Adaptation to present-day conditions re-
quires reconsideration of (a) relationships
under which physicians can be compensated
as employees of the hospital when they per-
form or supervise certain phases of patient-
care work within the hospital, (b) relation-
ships which should exist between the medical
schools and the various individual hospitals
of the State in respect to the use and fur-
ther training of graduate students, and (c)
methods which should. produce less costly
ways of administering equally good educa-
tional programs than the present ones.

Transfer of nursing education to the educa-
tional system of the State.

Hospitals train the nurses, and after grad-
uation a high percentage go to veterans’ hos-
pitals, industrial- establishments, the Armed
Forces, and other hospitals that have no nurs-
ing education program.

6.

10.

11.

Transfer of technician training to the educa-
tional system of the State.

The same considerations of practicality and
public policy are involved as in the training
of nurses.

Reduction of beds assigned solely to pediatric
cases, as feasible.

Medical advances now make this possible,
and the construction of new bed capacity in
this area should be reviewed.

Unpaid-for costs of patients who do not or
cannot pay in full.

These must be reduced or otherwise lifted
from those who do pay their bills. It may no
longer be reasonable to do otherwise. This is
a question of community finance. One such
load involves the indigent or the nonindigent
in understandably straitened circumstances.
Another is the over-65 group.

Determination of what size is the minimum
and what is the oplimum size, for an efficient
hospital, under today’s conditions.

Such conclusions will help in the design of
new or expansion of old hospitals. Mergers
among the smaller hospitals may be induced
thereby. ’

Separation of patient-care costs from com-
munily costs.

“Readiness to serve” costs are a substantial
part of total hospital costs. Like fire protec-
tion, such costs are not entirely to be con-
sidered as a cost of fighting a particular fire,
or caring for a particular patient.

Effective hospital utilization by the medical
staff.

Search for methods to aid the medical staff
in their own efforts to improve their methods
and to improve hospital utilization should be
pressed.



SUMMARY OF DETAILED FINDINGS

III. Operating Expenses—How and Why Did They Increase?

SUMMARY

1. How did Expenses Increase?

Operating Expenses increased from $41.2 mil-
lions in 1953 for 39 hospitals to $105.4 millions in
1962 for 44 hospitals; the 1962 expenses were 215
times as much as in 1953. Two-thirds of the total
increase was for salaries and wages and the other
third was for all kinds of costs other than salaries
and wages. The rate of increase in total operating
expenses was six times the growth in the number
of beds, four times the growth of inpatient ad-
missions, and more than the growth of outpatient
volumes. All types of hospitals were affected. Ex-
pressed in the form of a recognized unit measure,

the inpatient costs per inpatient day for all hos-

pitals combined rose from an average of $19.34
in 1953 to $35.10 in 1962, an increase of 82%.

2. Why did Expenses Increase?

Five developments are the principal causes of
the sharp rise in aggregate hospital costs which
took place over the past decade or so. These are:

a. The public increased its use of hospitals by
much more than population growth alone would
produce;

b. Present-day medical technology, while much
more effective than formerly, requires more
manpower per patient, more technically trained
people, and more expensive equipment and
drugs, than the technology of a decade ago;

c¢. Higher wage rates and shorter hours were

- needed to obtain and hold the type of personnel
now required to operate a hospital, as well as
to correct the previous too-low pay levels;

d. Inflation in the nation’s price levels in-
creased costs other than wages;

e. There has been an increasing need to re-
place obsolete or inadequate (but lower cost)
facilities with more costly new or upgraded
modern ones, plus the need to provide present-

day standards of comfort in both new and old
facilities.

All sizes and types of hospitals were affected
by these forces.

By far the largest single cause was the effect of
the change in wage rates and working hours
which took place between 1953 and 1962. They
seem adequately justified in the light of changes
which took place in all other wage rates. Never-
theless, wage and hour adjustments accounted for
$24 millions out of the total increase of $36 mil-
lions in that part of total wage costs which are
devoted to inpatient care. The effect of that one
item alone was equivalent to about $9.26 per in-
patient day out of the total increase of $15.76 in
costs per inpatient day which occurred between
1953 and 1962. This is more than all the other
factors put together.

Comparison with experience elsewhere in the
nation reveals that Maryland’s overall hospital
costs rose in almost the identical degree as for the
country as a whole.

A division of total costs into what in approxi-
mate fashion may be termed ‘“Hotel-like Costs”
and “Patient-Care Costs” shows that (per in-
patient day) the ‘“Hotel-like Costs” (including
meals) rose from $8.94 in 1953 to $14.14 in 1962,
and “Patient-Care Costs” rose from $10.42 to
$20.96. “Patient-Care Costs” rose twice as much
as “Hotel-like Costs.”

Neither measurements of significant details nor
comparisons with experience elsewhere indicate
that the bulk of the increases in Maryland’s hos-
pital costs could have been avoided in any signifi-
cant degree under the methods of organization by
which the hospitals were actually operated. But
neither do these findings necessarily imply that
hospital costs could not have risen less than they
actually did, or could not be lower than they now
are, if other methods of hospital organization or
operation had been in effect.




IV. How did Operating Expenses compare with Income?

. What balance was achieved between operating losses or gains and other income?

' SUMMARY

In the aggregate, hospital operations were con-
ducted at a loss. The largest losses were incurred
by the four hospitals which conduct the major
teaching programs or are governmentally oper-
ated (Johns Hopkins, University, Sinai and Bal-

timore City) ; University Hospital and Baltimore .

City Hospitals incurred losses of $6.8 millions
which were absorbed by the State and City
governments, and the other two institutions in-
curred operating losses of $2.2 millions which
were partly met out of endowment income, chari-
table or other sources. The remaining 40 hospitals
operated (in the aggregate) at a loss of about $.7
million, and they received help from gifts, grants,

and other sources of enough to overcome the
operating losses by a moderate margin. For this

-Jatter group the margins between Gross Income

and Operating Expenses were quite narrow in all
but a few of the individual hospitals; using ag-
gregate figures the margin was 1%. It also ap-
pears to the Commission that provisions for de-
preciation expense are too low, and to this extent
the actual losses may be larger than actually re-
ported. It is reasonably clear that the voluntary
nonprofit hospitals could not render their present
services at present rates were it not for public
contributions, charitable gifts, endowment in-
comes, or other sources of funds.

V. What are the facts about the size and utilization of hospitals in the State?

As a separate question, are there too many general hospital beds in Maryland?

SUMMARY r

Maryland’s general hospital facilities are fewer
in relation to the population served, than else-
where in this general section of the country or
for the nation as a whole. Per thousand of popu-
lation in 1962, the days of hospital care obtained
were one-sixth less than elsewhere (827 days
versus 999 days) ; the number of beds was only
2.9 versus 3.6; the number of admissions was
only 101 versus 131. Reasons for this are not
clear to the Commission. However, the charac-
teristics of hospital usage after admission of the
patient were reasonably similar: the average
length of stay was about a half day longer than
the national average (8.2 versus 7.6 days), but
the “occupancy factor” (the proportion between
the actual number of days a bed is occupied dur-
ing a year, and the maximum number of days it
could be occupied) was slightly better than the
national average (79.5% versus 75.1%).

A higher caliber of hospital care for the State,
than for the nation, should be expected from
these two facts: Maryland’s people are served in
greater proportion with large hospitals and 'in
lesser degree with small hospitals; and a greater
proportion of its beds are in hospitals which are
part of a university-medical school complex.

The more detailed facts (by type of case, by
type of hospital, or by type of accommodation)

show that there has not oceurred any lengthening
of the stay per patient nor any lessening in the
intensity with which the facilities are used. While
the days of hospital care per 1000 population rose
10% between 1953 and 1962, this was apparently
due to a 12% rise in admissions and not to a
longer stay per patient. Greater availability of
hospital care to all segments of the people seems
indicated by these facts, rather than any observ-
able deterioration of medical or administrative
methods for controlling the length of stay per
case or a less intense use of the bed capacity.

As to the question “Are there too many general
hospital beds in Maryland ?’ the Commission con-
cludes that such bed capacity is probably too
limited for the public good rather than too plenti-
ful, except for pediatric beds. If available hos-
pital beds are not now at the ideal number, it is
more likely that they are short of what is re-
quired rather than in surplus supply. It notes
that this conclusion, based upon detailed findings,
also is in general agreement with the common-
sense meaning of the fact that the present number
of hps'pital beds per thousand of population could
be increased 25% before reaching the national
average or the average of the Atlantic Seaboard
States. -

-The"Gommission also concludes from all these



facts about hospital usage that the large rise in
hospital costs (1) was not due to excessive facili-
ties, or to any lengthening of the patient’s stay in
the hospital, and (2) is traceable to causes that
are far deeper and wider than Maryland’s own
practices—causes that are national in scope and
not essentially local in nature.

One supplemental study shows that Saturday-
Sunday occupancies decline 3% to 11%, with the
average of over 6% ; it also shows that substantial
declines occur over holiday periods, particularly
at the year-end. Another supplemental study deals
with very long stay cases.

VI. What are the facts about the alleged “abuse of hospitals”?

SUMMARY

The expression “abuse of hospitals” apparently
means widely differing things to different people.
This includes dissatisfaction with or misunder-
standing of such matters as: insurance policy and
Blue Cross policy terms, hospital billing practices,
charges by physicians or hospitals in excess of
Blue Cross-Blue Shield coverages, room rates at
hospitals when in excess of motel rates. The
term also has different meanings to others: work
done in a hospital which could have been done in
a doctor’s own office, particularly X-ray and lab-
oratory tests; a too liberal use of X-rays, labora-
tory determinations, and tests of various kinds
when diagnosing or treating patients; and the
admission of patients into a hospital that results
in bills submitted to Blue Cross for payment,
when the terms of the Blue Cross policy are in-
tended not to cover such work—admission for
diagnostic purposes in some circumstances, or
pre-existing illnesses, being examples.

The Commission concluded that some of these
concepts relate to the problems of who pays, or to
whom payment is made, or to payments considered
to be excessive. However significant they are for
other purposes, they do not relate to whether a pa-
tient should have been admitted, or what was done
for him after admission, whether he stayed too
long, or similar aspects of patient treatment. The
Commission evolved this definition as expressing
the meaning of “abuse” of hospitals:

“In the light of all the circumstances of
the patient’s case: was there a clearly
unnecessary use of the hospital, or were
clearly unnecessary procedures or unjus-
tifiable tests performed on the patient, or
was the length of stay clearly too long?”

To ascertain a maximum feasible measure of
the facts the Commission caused an examination
to be made of the medical record for every patient
who was hospitalized in every one of the 44 gen-
eral hospitals in the State, as of a given day
(March 12, 1963), in a manner intended to pro-
duce an objectively determined body of evidence.
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On the day selected there were 7,809 patients
other than newborns, premature births, and psy-
chiatric cases; these 7,809 represented an occu-
pancy factor of 86% of the available beds. The
medical records were examined independently by
two reviewing physicians who were not connected
with the hospital in which the patient was treated,
and some of the cases were re-examined by special
panels of physicians. From all these reviews, the
principal findings were:

1. In only .6% of the cases did the two re-
viewing doctors agree that the admission could
be medically questioned.

2. In an additional 4.8% of the cases one, but
not the other, of the two reviewing doctors
found cause to medically question the hospitali-
zation.

3. The reviewing physicians could give no con-
sideration or weight to home conditions or
other social and nonmedical circumstances, and
if weight is given to these factors, which must
also influence both the admission and the time
of discharge of the patient, a lower level of
figures would be a more accurate measure of
the actual conditions.

4. There was another group of 514 % where
there were some elements of doubt in varying
degree as to whether the patient should have
been admitted.

5. Admissions for primarily diagnostic pur-
poses were judged to be 18.2% of the cases with
another 3.4% of the cases termed “doubtful.”

There are about 228,000 of those enrolled
under Blue Cross whose contracts do cover ad-
missions for diagnostic studies, and it is be-
lieved all (or nearly all) commercial carrier
contracts provide similar coverage.

6. Needlessly prolonged hospitalization, inso-
far as medical reasons alone were involved, was
found in 14% of the cases; excessive or unnec-
essary laboratory tests or procedures were




found in 6% of the total cases, and unnecessary
procedures were found in 4% of the total cases.

In none of these findings was the reviewing
physician given any evidence as to the nonmedical
aspects of the patient, such as home conditions,
personal complications and similar facts which
may have influenced the original admitting phy-
sician in deciding whether or not to admit the
patient. Much evidence was given to the Com-
mission on the point that these nonmedical rea-
sons often must be given compelling weight in
the decision as to whether a patient must be ad-
mitted to the hospital, and often discharges from
the hospital are delayed for nonmedical reasons
such as an inability to have him accepted else-
where as soon as medical reasons alone would
otherwise permit the discharge.

In the area of corroborating evidence were:

(1) the Maryland group of 7,809 patients was
strikingly similar to a group of 26,305 patients in
all of the hospitals in Michigan as to the charac-
teristics of age, length of stay and type of patient;
(2) the overall findings about inappropriateness
of admitting the patient to the hospital are in the
same general area as the findings made in two
other states by different methods.

The Commission believes the various findings
can be accepted as reasonable measures of actual
conditions, provided no weight at all is given to

- the nonmedical reasons which also must influence

both the admission of the patient and the time of
his discharge. If weight is given to these non-
medical reasons, a lower level of figures for
questioned admissions and lengths of stay would
be more accurate measures of the actual con-
ditions.

VII. What are the facts about hospital services not paid for?

Which groups pay less than the cost of service to them, and which pay more?

SUMMARY

1. The question of “who pays, and who doesn’t
pay ?” has these approximate answers using 1962
as a basis:

a. Between 25% and 80% of the total hospital
billings were not paid for by the patients re-
ceiving the hospital service. About half of this
$31 million sum was paid for by the State, Bal-
timore City, and the counties out of their tax
revenues (which includes the affairs of the
University and Baltimore City Hospitals),
and the other half was absorbed by the hos-
pitals other than University or Baltimore City.

b. As to the other 42 hospitals which absorb
one-half of the total unpaid billings: if “Free
Work” is considered a pro rata burden of all
who do pay hospital bills (including the State
and local governments), and if every other pa-
tient’s bill was paid for in full, then—

The Blue Cross organiza-

tion should have paid
about $ .9 million more—about 2%

The State and local govern-
ments, under the “Certi-
fied Medically Indigent”
plan, should have paid

about $2.7 millions more
All other private patients
should have paid about $ .7 million less

But, importantly, those non-Blue Cross patients
who did pay their bills would collectively have
had their bills reduced about $4 millions, and
the present nonpayers would have paid the
difference.
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2. Groups who pay, or are paid for, but at con-
siderably less than cost are:

a. The older-aged people. The group of 65
years and over require about three times as
much hospitalization per person as do the peo-
ple under 65 years of age. They must be hos-
pitalized more often, and they stay longer. This
same relationship is true elsewhere in the coun-
try as well.

b. The indigent. Using as a sample those
treated under the State’s “Certified Medically
Indigent” plan, the following statistical profile
resulted:

The Certified Medically Indigent obstetrical
patient stays in the hospital almost exactly as
long as the nonindigent.

- The Certified Medically Indigent pediatric
patient stays in the hospital half again as long
as the nonindigent, and it is surmised that the
‘reason is an inability of hospitals to discharge
the children as soon as the nonmedical reasons

" alone would permit.

The other Certified Medically Indigent pa-
tients, who are most of the total volume, stay in
the hospital half again as long as the nonin-
digent group (the sample averaged about 1214
days versus 814 days, respectively). They are
much more concentrated in the older ages (who



generally need to stay longer than the younger
ages), and also in the longer-type illness, than
the nonindigent group. In short, they are older
and sicker when they reach the hospital, and
the longer stay is probably attributable thereto.

A separate study of costs based on six selected
hospitals in Baltimore and four selected county

hospitals was made for the Commission. It in-
dicates that for the average of the ten hospitals
the cost per patient day for the indigent is about
3% above the cost for all patients. Accommoda-
tion costs are lower, but medical services are
higher, apparently reflecting the older and sicker
condition of the indigent.

VIII. What is the outlook for the more significant factors affecting costs, and what can be done to reduce

costs?

SUMMARY

The outlook for the significant factors driving
costs upward is as follows: (1) More than all
other factors together in importance is the wage
rate. If wage rates in industry, business, and
government continue to increase, so will wage
rates for hospital employees. We must assume
that for the immediate future the wage rate
developments in the country as a whole are more
likely to drive hospital costs to higher levels,
rather than reduce them. (2) We believe further
advances in the medical art of diagnosis and cure
can be expected, but we also believe their effects
on costs per day or per illness are toward increase,
not decrease. (3) We note a growing trend to-
ward greatly expanded demands upon hospitals
for added services, with rising costs as a conse-
quence. In that connection we note a very sub-
stantial drop in the active general practitioners
in Maryland from 56 per 100,000 population in
1949 to only 31 in 1963. (4) Replacement of old
or obsolete facilities with modern ones will also
increase costs.

Factors ‘which are not expected to reduce or
increase costs: (1) Research costs are not affect-
ing hospital bills for patient care at the present
time; (2) attempts to increase a full seven-day-a-
week use of the hospitals should be encouraged,
but we conclude that the habits and desires of pa-
tients will probably not change enough to bring
about significant savings.

Cost reductions should be possible in these
eleven areas: (1) the size of the personnel com-
plement which is appropriate to various sizes of
hospitals needs to be examined in depth and the
excess, if any, eliminated; (2) the considerable
efforts already being made to find more economical
methods of operation should be continued and ex-
panded ;. (8) physicians should evolve standards
of good practice in respect to laboratory tests and
X-rays so as to achieve the most sensible balance
between good patient care and cost; (4) the man-
ner in which the physician’s work in the hospital
is organized needs penetrating and well-rounded
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study ; included therein should be the proper place
for the graduate-study house staff, the teach-
ing programs and relationships between medical
schools and the individual hospitals, the use of
paid physicians for full-time or part-time patient-
care services, among others; (5) a substantial
change is apparently needed in nursing education
programs: a more uniform and if possible a bet-
ter grade of training, and a revision in the design
of the programs are desirable. Adoption of a two-
yvear program should be considered. Nursing edu-
cation should be transferred to the educational
system of the State, under an appropriate coopera-
tive arrangement, and cost of nurses’ education
should be lifted from the hospital patient; (6)
training of technicians should also be transferred
to the educational system; (7) reductions in the
number of beds reserved for pediatric cases may
now be feasible; (8) it may no longer be reason-
able to expect that the costs of caring for those
who cannot or do not pay their bills in full must
be borne by those who do pay their bills. Ap-
proximately 25% to 30% of all hospital billings
are not paid for by the patient, of which about
half is recovered by the hospitals from the State
and the local governments under the State’s very
helpful “Certified Medically Indigent” program,
or is absorbed by the State and Baltimore City
through the deficits of two large hospitals oper-
ated by them. The other half is a large sum which
the remaining hospitals must absorb by adjusting
their billings to the remaining patients. Some
solution for this must be found in respect to these
uncollected bills. More accounting information
in this area is also needed; (9) it should be de-
termined what is the minimum size for efficient
operation, and what is the optimum size; mergers
among the smaller institutions may need to be
induced; (10) study should be given by an ap-
propriate group to the wisdom of removing from
hospital expenses, and transferring to community-
wide costs, what may be termed “readiness to
serve” expenses; like fire protection, the ‘“readi-
ness to serve” costs are not entirely to be con-




sidered as a cost of fighting a particular fire or
caring for a particular patient; (11) physicians

should continue the search for methods whereby a

IX. Public Policy

more effective utilization of the hospital can be
developed, with a more efficient cost structure as
one of the results.

SUMMARY

Several matters of public policy are discussed:
1. “Where are the brakes on cost?”

There are no automatic or self-applying brakes,
such as apply to ordinary commerce, or to pub-
licly regulated enterprises. But that is not to say
there are no brakes. They lie in the will to make
the hospital mechanism work well in the public
interest. As to that test, the evidence is that not-
withstanding the higher costs, the public wants
to make increasing use of the hospitals, rather
than less.

2. Should the public adopt methods to restrain
the use of its general hospitals in order to hold
down costs?

(1) The notion of restricting the supply of
hospital beds is not a sensible one and the Com-
mission does not advocate it. (2) The theory that
building other and less costly special-purpose
facilities as a method for reducing the demands
upon general hogpitals and thereby holding down
costs is not at all proven, and more experimenta-
tion in this area is required before a substantial
outlay of funds is warranted. (3) The use of a
deductible provision in Blue Cross policies has
many advantages, but the disadvantages probably
outweigh the proposal. There is much to say on
either side of the question. The Commission con-
cludes there is no clear superiority of the deduct-
ible or co-payment plan as a method of signifi-
cantly affecting hospital costs, and suggests that
the issue is one that may well be settled by the
marketplace.

3. Is a coordination of plans for hospital ex-
pansion desirable?

Is a plan to avoid duplication of facilities and
services desirable?
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The Commission concludes that such coordina-
tion, and avoidance of duplication are quite de-
sirable. It would be in the public interest to pro-
vide a planning agency for that purpose. It notes
that much experimentation with hospital planning
bodies has been done in other parts of the coun-
try. It suggests that the precise form, composi-
tion design, and functioning of the proposed plan-
ning should take into account the experience else-
where; but it also concludes that the planning
agency should be a voluntary project, coopera-
tively undertaken, broad in scope, and Statewide
in its field of interest. The Commission recom-
mends that the broad-based Council relating to all
hospital matters, which it recommends be created,
should devise and develop the planning agency
here proposed as one of its functions.

4. What is the balance between hospital service
and hospital costs?

This is probably the most fundamental of all
the public policy questions to answer. The Com-
mission observes that two powerful trends are
moving at an accelerating pace: (1) the public is
steadily increasing the use it is making of its hos-
pitals, and a wider scope of services seems to be
wanted (and probably needed as well), notwith-
standing sharply rising costs; and (2) there is,
and will be, a continued pressure to improve our
health technology, to widen its application to more
people, limited primarily only by the ability of
our people to finance the improvements. “How
much hospital service?’ will be a continuing
major factor in the question of “how much hos-
pital cost?’ The preface of the epochal Ray
Lyman Wilbur report of 1932 suggests this has
been the pattern for decades, and this Com-
mission’s findings thirty years later suggest it
will be the pattern for some decades to come.



II

MARYLAND HOSPITAL COSTS IN PERSPECTIVE

1. Hospital Costs have increased much more than
other costs.

Hospital costs have risen much more both na-
tionally and in Maryland than other aspects of
“Cost of Living,” and more than ‘“Medical Care
Services” in the aggregate, including physicians’
fees, as these items are measured by the U. S.
Department of Labor.

U. S. Department of Labor Index  Index
Consumer Price Indices for for
(1957-59 = 100) 1958 1962 Increase
Consumer Price Index 93.2 105.4 13%
Total Medical Care Service
Index 83.9 1142 36%
Physicians’ Fees Index 84.5 111.9 32%
Hospital Room Rates Index 74.8 129.8 T4%
Hospital Costs Per Day (Average)
Maryland $19.34 $35.10 82%
(Inpatient Costs per
Inpatient Day)
United States as a whole $19.95 $36.83 85%

(U.S.A. figures are Total Costs per inpatient day.
Figures exactly comparable to Maryland are not ob-
tainable, but the percentage of increase is closely
comparable. The Maryland figure for 1962 would be
$39.39, if computed in the manner as for “United
States as a whole.”)

2. Hospital and Physician rates in Maryland
compare reasonably well with rest of country.

For the “20 Large Cities in the United States,”
the U. S. Department of Labor figures show that
for the beginning of 1962 the hospital room

charges in more than half the cities were higher ‘

than Baltimore, and the charges for physicians’
services were, except in one of their examples,
near the lowest of the 20 cities:

Room Rates in Hospitals

Pay Ward 8 lower 10 higher 1 the same

than than as Balti-
Balti- Balti- more
more more
Semiprivate Room 7 0« 2 «
Private Room 6 « 13
Physicians’ Services
Office Visit 6 « 13 «
House Visit 1« 18 «
Obstetrical Care 13« 6 «
Appendectomy i 17 0« 1 “
Tonsillectomy 1 0« 18 «

While similar figures for various entire states
are not available, the comparisons between the
chief cities of those states are believed to reflect
useful comparisons for the various areas of the
country.
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8. Large proportion of Maryland’s population
uses some form of health insurance; and about
60% of the total hospital costs in Maryland
during 1962 were financed through the health
msurance mechanism.

Several major facts, for purposes of perspec-
tive, are that:

a. For Maryland’s 3,200,000 persons in 1962
and its approximately 850,000 families, there
were 326,000 admissions to the 44 general hos-
pitals under study, which is equivalent to about
one in ten persons and one out of every two and
one-half families. The total operating expenses
of those hospitals were $105 millions in that
year; this is equivalent, on the average, to about
$38 per person and $124 per family.

b. Data developed by the Health Insurance In-
stitute (of New York) * state that in 1962 about
2,133,000 Marylanders, or 2 out of 3, were
covered by some degree of insurance against
hospital expenses, either by commercial insur-
ance companies or by Blue Cross-Blue Shield or
similar medical plans. Duplications among per-
sons protected by more than one kind of insur-
ance or by more than one company were elimi-
nated by the Institute from these numbers to
the best extent possible.

¢. From the same source* and from Blue
Cross-Blue Shield, the payments in 1962 to or
in behalf of Maryland hospital patients were
about as follows:

By Commercial
Insurance
Companics

By Bluc Cross-
Total Blue Shield

$62.7 millions $38.9 millions $23.8 millions**

22.7 millions  10.7 millions  12.0 millions**
11.4 millions — 11.4 milliong**

$96.8 millions $49.6 millions $47.2 millions

(** The allocations of the $47.2 millions total were obtained by calcula-
tion, but are considered usable approximations.)

Blue Cross payments in 1962 were equal to
about five-eighths and the commercial insurers’
payments about three-eighths of the $62.7 mil-
lions of hospital bills which Marylanders financed
through these two insuring groups combined. Fur-
thermore, this $62.7 millions represented about
60% of the total costs of $105 millions incurred by
all the hospitals.

These measurements are approximate, rather
than exact.

For hospitalization
expenses

For private physicians’
services

For “loss of income”

* “Health Insurance Data”’—1963 Edition




4. Competition between insurance concepts.

Each of the two major sources of insurance pro-
tection, Blue Cross and commercial insurance,
clearly provides for a large fraction of the total
insurance protection against hospital bills. The
competition between these nearly balanced in-
surers may well determine whether the former's
philosophy of paying for the service rendered can
eventually survive against the latter’s principle
of paying exactly defined dollar limits. The for-
mer’s costs rise directly as hospital costs rise; the
latter’s costs do not rise above the specified limits
regardless of the amount of the hospital bill. We
believe that a thorough understanding of this
point by all concerned is essential.

5. Population Growth versus increase in hospital
usage.

The major facts about Maryland’s 44 general,
short-term, acute hospitals include these:

%
1962 Increase

1958

Population of the State 2,656,000 3,233,000 26%
Number of General Hospitals 39 44 13%
Number of Beds 7,161 9,224 29%
Number of Admissions 230,000 326,000 429,
Patient Days of Care Given

to Inpatients 1,933,000 2,675,000 38%
Outpatient Visits, Excluding

Accident Room or Emer-

gency Visits, for a large

sample of hospitals with

comparable data 691,000 991,000 43%
Accident Room plus Emer-

gency Visits for a large

sample of hospitals with

comparable data 293,000 470,000 61%
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6. The major facts about the size of total Oper-
ating Costs are these:

a. In total dollars

89 Hospitals with Com- All 44
parable Data for Both Hospitals
1958 and 1962 in 1962

1958 1962

$25.4 millions § 66.6 millions $ 68.1 millions
Other Costs 15.8 millions  36.3 millions = 37.3 millions

Total Costs $mmillions,$lmmillions $105.4 millions
b. Division of total Hospital Inpatient Costs
per Inpatient Day into “Hotel-like” Costs

and “Patient-Care” Costs.

These are approximations, following a
method developed by a New Jersey Commission,
for which see pages 31 to 34 of the Study.

Wage Costs

1958 1962
“Hotel-Like” Costs, Including Meals $ 8.94 $14.14
“Patient-Care” Costs 10.42 20.96
Total Costs per Inpatient Day $19.36 $35.10



THE MATERIALS FOR THE STUDY

1. Hospitals Covered

The Maryland hospitals examined in this Study
are all of the 41 hospitals in the State to which
the terms “general,” “‘short term,” “acute illness”
apply, plus 3 hospitals performing specialized
phases of general hospital care (2 eye-ear-and-
throat, and 1 children’s hospital), or 44 hospitals
in total. None are “proprietary” or private profit-
making; none are Federal; none are nursing
homes, mental hospitals, tubercular or similar
specialized hospitals. The publicly owned hos-
pitals included are University, Baltimore City,
Prince George’s, and Garrett County ; the other 40
hospitals are of the “voluntary, nonprofit” type.

2. Cost and Operational Data

The Commission secured directly from these
44 general hospitals of Maryland a substantial
amount of data pertaining to the costs of their
operations, their receipts and their operating
characteristics. It had available to it the audited
financial reports certified by the public accounting
firms employed by these hospitals in the regular
conduct of their affairs. The Commission also had
available to it supplementary information supplied
by The Hospital Council of Maryland, Hospital
Cost Analysis Services, Inc., the Maryland Medi-
cal Service (“Blue Cross” and “Blue Shield”),
and the Maryland State Department of Health.

The Commission engaged the nationally known
public accounting firm of Touche, Ross, Bailey &
Smart to examine the various financial aspects of
the statements and to pass judgment upon the
quality of the figures used by the Commission in
its deliberations. Touche, Ross, Bailey & Smart
has formally expressed to the Commission its
judgment that hospital accounting for costs and
expenses is generally very good when contrasted
with many other industry groups. While they
also believe that some improvements should be
made in certain details of income accounting in
order to facilitate a matching of revenues and
costs by patient groups or certain types of serv-
ices, they have expressed the opinion that the cost
data furnished to the Commission ‘“provide a rea-
sonable reflection of the trends in operating ex-
penses and income of the Maryland short-stay
general and special hospitals used in this report.”
The opinions, comments, and summary figures
from this public accounting firm, but not all the
detailed tabulations which they submitted, are
included in the Statistical Supplement which is
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a part of thg Commission’s report; the suggested
improvements for revenue accounting are included
herein in the Supplemental Study section.

The same firm was also engaged to make a
separate study to determine the extent to which
the costs of inpatient care for those cared for
under Maryland’s “Inpatient Program” (herein-
after referred to as the “Certified Medically In-
digent” group) differed from the costs of caring
for other types of patients. The figures used by
the Commission in respect to these several mat-
ters are those developed or certified by this firm.

3. “Medical Audit” Data

.. The record of every one of the approximately
7,800 patients hospitalized in all the general
hospitals in the State on March 12, 1963, was
examined on a basis which protected the privacy
of the patients involved. The 7,800 patients repre-
sented an occupancy factor of all the available
beds for that day of 86%. The examinations were
made by nearly 600 physicians on a volunteer
basis under the auspices of the Medical and Chi-
rurgical Faculty of Maryland with the extensive
cooperation of every hospital. The procedures,
carefully devised by the Commission (with the
assistance of John A. Donaho and Associates,
Inc.), in cooperation with the Faculty so as to ob-
tain maximum objectivity, and the secondary re-
views which were made of the detailed results,
are set forth more fully on pages 54 to 64. The
Medical and Chirurgical Faculty formally ex-
pressed to the Commission that “To the best
knowledge of the Executive Committee, repre-
senting the Faculty, the survey was conducted on
a completely objective basis, and the results would,
therefore, be objective and without bias.”

4, Other Material

Several other states had already made careful
studies of the same problems with which this
Commission was charged; major among them are
those by the New Jersey, Northeast Ohio, Michi-
gan, Minnesota and New York Commissions. Ad-
ditional noteworthy studies include those by (or
under auspices of) Michigan Hospital Service,
Columbia University School of Public Health
and Administrative Medicine, and qualified re-
searchers connected with University of Chicago,
University of Michigan, Duke University, Ameri-
can Hospital Association, U. S. Public Health
Service, and others. The findings of these studies
impressed the Commission as being applicable to
Maryland’s own problems as well, and the limita-




tions of its time (as well as the attempt to do its
work In an economical manner) prompted the
Commission to augment and illuminate its own
findings through the careful work done in other
parts of the country.

Statistics developed by the Bureau of Census,
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Department of Labor, U. S. Public Health Serv-
ice, Health Insurance Institute of New York, Blue
Cross-Blue Shield organizations, Maryland De-
partment of Employment Security for Insured
Employment, Maryland Department of Health,
and by the American Hospital Association as pre-
sented in its Journal, have also been utilized.



How did Expenses Increase?
Data Gathered as to Costs and Operations
The Commission gathered data as to operating

III.. Operating Expenses—How and: Why 'D_'id'They I_iiérgaée_?f N

SUMMARY

1. How did Expenses Increase?

Operating Expenses increased from $41.2 millions in 1953 for 39 hospitals to $105.4
millions in 1962 for 44 hospitals; the 1962 expenses were 2% times as much as in 1953.
Two-thirds of the total increase was for salaries and wages and the other third was for
all kinds of costs other than salaries and wages. The rate of increase in total operating
expenses was six times the growth in the number of beds, four times the growth of
inpatient admissions, and more than the growth of outpatient volumes. All types of
hospitals were affected. Expressed in the form of a recognized unit measure, the
inpatient costs per inpatient day for all hospitals combined rose from an average of
$19.34 in 1953 to $35.10 in 1962, an increase of 82%.

2. Why did Expenses Increase?

Five developments are the principal causes of the sharp rise in aggregate hospital
costs which took place over the past decade or so. These are:

a. The public increased its use of hospitals by much more than population growth
alone would produce;

b. Present-day medical technology, while much more effective than formerly,
requires more manpower per patient, more technically trained people, and more ex-
pensive equipment and drugs, than the technology of a decade ago;

c¢. Higher wage rates and shorter hours were needed to obtain and hold the type
of personnel now required to operate a hospital, as well as to correct the previous
too-low pay levels;

d. Inflation in the nation’s price levels increased costs other than wages;

e. There has been an increasing need to replace obsolete or inadequate (but lower
cost) facilities with more costly new or upgraded modern ones, plus the need to
provide present-day standards of comfort in both new and old facilities.

All sizes and types of hospitals were affected by these forces.

By far the largest single cause was the effect of the change in wage rates and
working hours which took place between 1953 and 1962. They seem adequately justified
in the light of changes which took place in all other wage rates. Nevertheless, wage
and hour adjustments accounted for $24 millions out of the total increase of $36
millions in that part of total wage costs which are devoted to inpatient care. The
effect of that one item alone was equivalent to about $9.26 per inpatient day out of
the total increase of $15.76 in costs per inpatient day which occurred between 1953
and 1962. This is more than all other factors put together.

Comparison with experience elsewhere in the nation reveals that Maryland’s overall
hospital costs rose in almost the identical degree as for the country as a whole.

A division of total costs into what in approximate fashion may be termed “Hotel-like
Costs” and “Patient-Care Costs” shows that (per inpatient day) the “Hotel-like Costs”
(including meals) rose from $8.94 in 1953 to $14.14 in 1962, and “Patient-Care Costs”
rose from $10.42 to $20.96. ‘“Patient-Care Costs” rose twice as much as “Hotel-like
Costs.”

Neither measurements of significant details nor comparisons with experience else-
where indicate that the bulk of the increases in Maryland’s hospital costs could have
been avoided in any significant degree under the methods of organization by which
the hospitals actually operated. But neither do these findings necessarily imply that
hospital costs could not have risen less than they actually did, or could not be lower
than they now are, if other methods of hospital organization or operation had been
in effect.

hospital group has been used as a basis for those
findings which required detailed analyses over a
span of years. Included in the Commission’s

expenses and supporting operating information
from 44 hospitals for the year 1962, and except
from those not then in existence, for the years
1953 and 1958 as well. For 39 of these 44 hos-
pitals it was possible to obtain comparable infor-
mation for each of the three years. Since these
39 hospitals represent approximately 98% of the
total expenses for the entire group of 44, the 39-
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figures are the expenses of University Hospital
and Baltimore City Hospitals, and hence the Com-

‘mission believes that its findings are based upon

the most complete data available. The material
has been compiled according to the following em-
pirically defined groups of hospitals:

3 Large Teaching Hospitals— (Johns Hopkins,
Sinai, University)




8 Large City Hospitals— (Bon Secours, Maryland
General, Church Home, Baltimore City, St.
Joseph’s, St. Agnes, Mercy, Union Me-
morial)

6 Small City Hospitals— (Franklin Square, Wom-
en’s, Lutheran, Provident, North Charles,
South Baltimore)

7 Large County Hospitals—— (Anne Arundel, Cum-
berland Memorial, Prince George’s, Penin-
sula, Suburban, Washington Sanitarium,
Washington County)

17 Small County Hospitals—(Calvert County,
Cambridge, Carroll County, Frederick,
Garrett County, Harford, Kent and Queen
Anne’s, Eugene Leland, Laurel, Edward W.
McCready, Easton, Miners, Montgomery,
Physicians, Sacred Heart, St. Mary’s,
Union of Cecil County. Twelve of these
seventeen are included in the 39-hospital
group.)

8 Hospitals performing specialized phases of gen-
eral hospital care (hereinafter called “spe-
cial hospitals”)—(Baltimore Eye, Ear and
Throat, Presbyterian Eye, Ear and Throat,
Children’s Hospital)

b. Amount of Operating Expenses

. Aggregate operating expenses including depre-
ciation and interest were as follows:

Total of all

Hospitals in

Each Year
$ 41.2 millions (89 Hospitals)
69.2 millions (40 Hospitals)
105.4 millions (44 Hogpitals)

The Same 39
Hospitals

1953 $ 41.2 millions
1958 69.1 millions
1962 - 102.9 millions .

c. Major'Components of Operating Expenses

Hospital costs consist, in approximate propor-
tion, of $2.00 for salaries and wages for each $1.00
of all other items of expense. For the same 39
hospitals the pattern for these two broad groups
of expenses between 1953 and 1962 was as
follows:

The Same 39 Hospitals
Total Expenses, both Outpatient and Inpatient

1958 1962 Inecrease

Salaries and
Wages

All Other
Expenses 15.8 millions  36.3 millions 20.5 millions

Total $41.2 millions $102.9 millions $61.7 millions

It may therefore be observed that (a) the total
operating expenses in 1962 were 214 times as
much as in 1953. This was much larger than the
increase in the number of beds, the number of ad-

$25.4 millions $ 66.6 millions $41.2 millions

missions, patient days, the outpatient visits or
the accident room and emergency visits, and (b)
two-thirds of the increase in total operating ex-
penses was in the category of wages and salaries;
the remaining one-third was in the category of
“All Other Expenses.” It may also be noted that
the increase in costs as well as in hospitalization
services rendered differed according to the various
groups of hospitals as follows:

The Same 39 Hospitals in 1953 and 1962

Increases In
In- Acci-
crease dent
n In- and
Total patient Qut- Emer-
Dollar Admis- patient gency
Costs Beds sions Visits  Visits

3 Teaching

Hospitals 126% 23% 27% 19% 56%
8 Large City

Hospitals 177% 26% 84% 107% 67%
6 Small City

Hospitals 120% 4% 15% 13% 25%
7 Large County

Hospitals 179% 44% 67% 56% 7%
12 Small County

Hosgpitals 144% 23% 34% 328% 156%
3 Special

Hospitals 139% 0 23%
39 Hospitals—

Total 150% 24% 31% 43% 61%

d. Inpatient and Outpatient Costs

Allocations of total operating expenses between
outpatient operations and inpatient operations are
not to be regarded as precise measurements, par-
ticularly in the earlier years, but on an approxi-
mate basis (as developed by Touche, Ross, Bailey
& Smart) the size of each of these two operations
was as follows:

The Same 39 Hospitals

1958 1962
Inpatient Operations
Salaries
and
Wages
Other
Costs 14.5 millions  32.4 millions
Total $37.4 millions $ 91.6 millions 145% Increase
Outpatient Operations (i.e.,
“Other Than Inpatient Operations”)
Salaries :
and
Wages
Other
Costs 1.3 millions 3.9 millions
Total $ 8.8 millions $ 11.8 millions 197% Increase
Total
Operating
Expenses

$22.9 millions $ 59.2 millions

$ 2.5 millions $§ 7.4 millions

$41.2 millions $102.9 millions 150% Increase
e. Inpatient Costs, per unit

No reasonably satisfactory single unit for ex-
pressing outpatient costs is available. “Inpatient”
operations are customarily expressed as a “Cost
per Inpatient Day.” Although the content of a
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“patient day” is by no means an unchanging
standard from one decade to another, this custom-
ary measure produces the following results for
all hospitals combined :

Inpatient Costs

1953 (39 Hospitals) $19.34 per inpatient day
1962 (44 Hospitals) -35.10 per inpatient day
Increase . 82%

These inpatient expenses per patient day varied
as between the several groups of hospitals as
follows:

The Same 39 Hospitals

1958 1958 1962

3 Large Teaching Hospitals  $23.98 $34.04 $43.86
8 Large City Hospitals 17.49 25.16 35.16
6 Small City Hospitals 19.84 26.63 35.74
7 Large County Hospitals 17.78 24.95 30.93
12 Small County Hospitals 16.84 22.35 27.74
3 Special Hospitals 12.59 21.12 26.62

39 Hospitals— (Total inpatient

costs divided by total in-
patient days) $19.34 $27.12 $35.35
(The difference in average daily costs between the

same 39 hospitals and the 44-hospital total is less
than 1%.)

The operating expenses per day for 1962 were
approximately 82% above the corresponding ex-
penses for 1953. The increase was substantially
greater than other segments of medical care costs.
This is also a nationwide condition which can be
demonstrated from the United States Department
of Labor—Consumer Price Indices (see “Mary-
land Hospital Costs in Perspective’).

An exhibit which summarizes the data for oper-
ating expenses follows. (P. 23)

2. Why did Expenses Increase?

In the more detailed analysis of costs which
follows, the Commission examines in some depth
the causes of the increase in wages and salaries
as well as changes in the number of people em-
ployed; it examines the principal causes of rising
costs other than those attributable to wage rates;
and it probes the principal operating areas in
which the largest increases were incurred.

Comments and observations as to where recon-
sideration of operating methods might prove to
be fruitful are dealt with in Section VIII.

a. Wage and Salary Costs

The total wages and salaries (both for inpatient
and outpatient operations) included in the total
hospital operating expenses rose from $25.4 mil-
lions in 1953 to $66.6 millions in 1962. The in-
crease was $41.2 millions and represents two-
thirds of the total increase in all operating hos-
pital expenses which occurred between those
years. The primary reason for the increase was
the rise in rates of pay. Indeed the effect of higher

pay rates along with the moderate effect of
adopting a 40-hour week (from the previous 42-
46-hour week) was two-thirds of the total increase
in wages and salaries.

The second and third principal causes for the
increase in wages and salaries were—in about
equal degree—(a) the additional volume of in-
patient days and outpatient work, i.e., the in-
crease in hospital work done for people, and (b)
the larger number of people required per patient
because of the change in medical technology and
practice during the decade under study.

(1) Wage Rates

It is common knowledge that wage rates in
practically all fields of endeavor rose substan-
tially during the past ten years. Wage rates in
hospitals rose to a greater extent than wage
rates as a whole primarily because the hospital
levels of a decade ago were unduly low. Evi-
dence on these points is as follows;

(a) 1In 1953, 17% of all full-time employees
working in hospitals earned less than $25 a
week, whereas today practically no full-time
employee earns that little. In 1953, two-
thirds of the full-time people working in hos-
pitals earned less than $50 a week and 95%
of them earned less than $75 a week. In 1962,
approximately one-third earned less than $50
a week, although 70% of all employees still
earned under $75 a week. In any event, there
was a considerable shift from rather low full-
time weekly earnings (under $50 a week) to
the higher but still moderate bracket of $560-
$100 per week.

(b) A comparison of a number of individual
hospital jobs indicates that the pay ranges in-
creased in the general order of 55% to 85%
and for the most part these increases aver-
aged within the 60-65% range.

(c) The average salaries for all full-time
employees employed in the Maryland hos-
pitals under study rose from $2,019 in 1953
to $3,272 in 1962, an increase of 62%. It
should be noted in this connection (see
P. 24) that average annual wages in all other
areas of employment reported by the Mary-
land Department of Employment Security
for Insured Employment also show substan-
tial increases in wage rates, though by not
quite as high a percentage as the foregoing
findings for hospital employment alone. It
is also true that the actual levels of annual
pay in all other fields are still somewhat
above those of the levels paid in hospitals:

1) The increase for manufacturing employ-
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MARYLAND HOSPITAL SURVEY

SALARY TRENDS 1953-1962 IN MARYLAND HOSPITALS

AND

COMPARISON OF HOSPITAL AND OTHER SALARIES

1. Maryland Hospital Salaries

(Average Salary Per Year, By Classifications, as Reported to Commission to Study Hospital Costs)

86 Hospilals 41 Hospitals
1953 1962 % Inerease
Administration Group......... ..ccocovoviviiveieeeee e, $2,516 $3,823 5207
Dietary Group............... . 1,628 2,479 5297,
Household Grou . 1,659 2,684 629
General Professional 1,826 3,509 9297
Nursing Group............... 2,085 3,060 479,
Special Services Group...........cc.coovevvveiveeiiiieeeeeeeeeeen 2,428 4,191 3%
Total GIOUD.....ccccoovcvvvieieieieiieiieeceee e 2,019 3,272 629,
2. Salary Levels in Maryland Hospitals, Compared With Other Salary Levels
Other Salary Levels*
1958 1962 % Inerease
Manufacturing Employees..............ccooooveveveivveeeecnene. $3,854 $5,636 469,
Wholesale and Retail Trade... 2,821 3,803 359,
Services and Other........................... 2,535 3,754 489,
Federal Government Employees 4, 562 (1956) 6, 1094 34%(since 1956)
b. Average Salaries in Maryland Hospitals
Total Group (see above)..........ccc.coocvvveivivicveniinns 2,019 3,272 62%

* (“Average Annual Wage’’ Reported by Maryland Department of Employment Security for Insured Employment.)
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ees from 1953 to 1962 was 46% in the aver-
age annual wage; 35% for the wholesale and
retail trade; 48% for the service industries,
and 34% for Federal Government employees,
though the latter reflects the increase only
since 1956 rather than since 1953. All these
percentages are lower than the increases in
the hospital area.

2) The overall average annual salary in
hospitals for 1962 of $3,272 compared with
higher levels in other areas, such as $5,636
for manufacturing employees, $3,803 for the
wholesale and retail trade, $3,754 for the
gervice industries, and $6,094 for Federal
Government employees, as reported by the
Maryland Department of Employment Secu-
rity for Insured Employment.

(d) The rate of increase in average annual
salaries for full-time employees was higher
in the “Professional Care’” group and in the
“Special Services” group than it was for the
other major groups of hospital employees. It
is also true that the greater part of the in-
crease in new personnel occurred in the
technician, nursing, and “Special Services”
groups where higher levels of pay are in-
volved, and this too helped increase the aver-
age annual pay per employee.

(e) A lesser but nevertheless noticeable
cause was the adjustment of the workweek to
a 40-hour level. In 1953, the average work-
week ranged between 42 and 46 hours de-
pending upon the locality and the type of
skill involved., As of now the 40-hour work-
week is the standard. Even at minimum the
transition from the longer to the shorter
workweek involved a 5% increase: that is to
say the transition from the 42 hours to 40
hours involved an increase of labor costs to
approximately 5%, but since many hospitals
were on workweeks up to 46 hours for some
or all phases of their operations the actual
increase was probably more than 5%.

The Commission concludes that the increase in

- hospital wage rates which took place is amply
* understandable both as to its need for attracting

and keeping capable personnel and also as to its
fairness in adjusting the pay for hospital skills
more nearly to the levels for comparable skill
obtainable outside the hospital field.

(Exhibits 11, 12, 13, 14, 15, 16, and 17 in the
Statistical Supplement document these findings.)
(2) Number of Employees
(a) The total number of employees in the
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general hospitals of Maryland engaged in in-
patient operations was over 11,000 in 1953
and over 18,000 in 1962. These numbers are
close approximations but are not exact. Fur-
thermore, they are stated on the basis of con-
verting part-time employees to an equivalent
number of full-time employees. Although the
data are approximate—probably within 2%
—their meaning is that the total number of
inpatient employees rose by about 64% which
was a larger increase than was warranted by
the greater number of beds in service, or the
growth in admissions, or patient days. These
increased on the order of 29% for beds, 38%
for patient days, and 42% for admissions
over 1953. However, the principal cause of
the increase apparently was the much greater
amount of laboratory, X-ray, and other diag-
nostic applications, more complex treatments,
and more advanced equipment or procedures
which are now utilized in today’s medical
technology.

The Commission was able to make a de-
tailed study based upon the employees devoted
to inpatient work for a group of 38 hospitals
in 1953 and 42 hospitals in 1962:

1) The total full-time employees devoted to
inpatient work (with part-time employees
stated at full-time equivalents) increased
from 11,242 persons in 1953 to 18,426 persons
in 1962. The increase in employees was
therefore over 7,000 for this inpatient work.

2) Two useful measures as to employee
utilization for inpatient work are the num-
ber of full-time employees per bed and also
the number of full-time employees per 1,000
inpatient days. For Maryland hospitals the
results were as follows:

1958 1962

Full-Time Employees per Bed 1.6 2.0
Full-Time Employees per 1,000

Inpatient Days 5.9 7.0

These ratios differ somewhat between the
various classes of hospitals: -

Full-Time Employees (or Equivalent)
Engaged in Inpatient Work

Employees
Employees  per 1,000
per Bed Patient Days

1958 1962 1958 1962

3 Large Teaching Hospitals 2.1 2.5 7.3 8.6
8 Large City Hospitals 1.4 2.1 5.1 7.0
6 Small City Hospitals 1.7 2.1 6.5 7.2
7 Large County Hospitals 1.5 1.8 5.4 6.0
12 Small County Hospitals 11 1.5 5.1 5.8
3 Special Hospitals 10 15 6.2 5.9
Totals 1.6 2.0 5.9 7.0
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{b) An analysis presented in a later part
of this Study indicates that the increase in
the number of inpatient employees was al-
most wholly centered in that phase of hos-
pital operations which might be called the
Patient-Care segment rather than in that
area which deals with the administration, the
dietary, the household and the maintenance
operations which elsewhere are called ‘“Hotel-
like” operations. In the latter category the
employees per 1,000 patient days rose only
from 2.17 to 2.27 which was only a 5% in-
crease and therefore was well within the
effect of going from a 42-46-hour workweek
to the present 40-hour week. Except for
that shift of the standard workweek, hos-
pitals in 1962 apparently did not utilize any
more hours in relation to patient days than
they did in 1953 for the “Hotel-like” or non-
patient care operations. On the other hand,
the personnel per 1,000 patient days in the
Patient-Care category increased from 3.75
persons to 4.68 persons. This was an increase
of 25%, of which only about one-fifth can
be attributed to the changes in the length
of the workweek.

Further investigations showed rather con-
clusively that this increase in the “Patient-
Care” phase of its operations was related
primarily to changes in the use of the hos-
pital, and in medical technology, both diag-
nosis and treatment. The following are rea-
sonably indicative of the changes that oc-
curred:

% Increase
1958 to 1962

Inpatient Days of Care ... 34%
Outpatient Visits Excluding

Accident Room or

Emergency Visits ... 43%
Accident Room and

Emergency Visits ... 61%
Surgery Cases Performed .. 40%
All Operative Procedures . 38%

Compare the above with the following:

Electrocardiograms _________________ 127 %
X-ray Examinations ... . 119%
X-ray Films Taken ... __ 185%
Laboratory Determinations ... 175%

Beyond these changes, it should be observed
that the medical profession has developed
and now applies far more sophisticated and
difficult procedures involving complicated
equipment. They reflect the substantial ad-
vances made in the medical art over the past
decade whereby more illnesses and defects
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" of $36.3 millions.
~ lations is to isolate the dollar costs which are

can be remedied and lives prolonged or saved,
than formerly. The following are among the
more spectacular advances in diagnosis or
treatment: the cobalt bomb procedures now
available in three hospitals whereas none
were available in 1953 (these were used over
25,000 times in 1962), artificial kidney pro-
cedures, open heart surgery, newborn ex-
change transfusions, the use of radioisotopes,
and the injection of contrast material into
the arterial and venous system so that X-ray
techniques may outline the vessels.

Without being able to say whether the in-
creases of about 25% in the full-time em-
ployees per patient day within the Patient-
Care area are too high or moderate or even
low, it is reasonably clear to the Commission
that the increases have been due primarily
to changes in the art of diagnosis, treatment,
and patient care.

(3)

Approximate effect of each factor upon
wage and salary costs

An approximate measurement of the various
forces which have increased salary and wage
costs has been developed in an exhibit shown on
page 30. It deals with the wage portion of
the cost of inpatient operations for the same
39 hospitals, which rose from $22.9 millions
in 1953 to $59.2 millions in 1962, an increase
The purpose of the calcu-

applicable to each of the four “causes’” of higher

- aggregate wage costs, namely (a) effect of

going to a 40-hour week, (b) more patients to
take care of, here termed ‘“more inpatient days

. of care performed,” (¢) more personnel needed

per inpatient day primarily because of the
changes in medical technology, and (d) the
effect of higher wage rates, which is the princi-
pal factor. Higher wage rates had two effects:
not only did they increase the cost of the 1953
complement of employees, but they also in-
creased the cost of personnel added after 1953
in order to cope with the shorter workweek,
the added volume of patients, and the advance
in technology. Hence, the first column shows
the effect of each of the three reasons for add-
ing to the personnel, calculated at 1953 wage
levels; in essence, this is the amount by which
wage costs would have increased if wage rates
had remained unchanged. The second column
shows the effect of the higher wage rates alone,
subdivided according to the original size of per-
sonnel complement and each of the reasons for
subsequently adding more personnel. The es-
sential results are as follows:




Approzi-  Approzi- facilities do. The depreciation and interest

mate mate

Comtdt  igphectof ¢ Total Effcet costs thereon are obviously more than on the

Transition to 40-hour wege ratos  wago ratos in 1962 superseded facility, and so in many cases are
M;‘:Zg%l; 5&?}:@‘};2:1"1' $ 18 millfons $ 1.0 mf]l?ons $ 2.8 mfll?ons the operating costs.

Mé)é{fél}ng:égiz(:;:mmemd 6.6 millions 3.9 millions  10.5 millions (4) P.ublic’s desi”re. fO’I" more comff)rtable and

to be entirely in the attractive surrour}dlngs for the sick person.

gogerations) 5.7 millions 3.5 millions 9.2 millions Extra costs were 1ncu.r1:ed.for appearanqe, .for

Level of Employees . 18.8 miltions 13,8 millions comfort, for air conditioning and for similar

$14.1 millions  §22.2 millions ~ $36.3 millions amenities of comfortable living. These ameni-

(4) Effect of wage rates and working hours ties are not essential to equally effective medical

alone care of the sick, but it is understandable that

It should be observed that 1962 costs were in- the community should seek to obtain for its sick

the comfort level which is in keeping with a
rising standard of living, and which is avail-
“able to them when they are not sick.

creased because of changes since 1953 in the
hour-and-wage patterns by $22.2 plus $1.8 mil-
lions or $24 millions. This was two-thirds of

the total increase in the wage and salary bill. While detailed explanations were not obtained,

It is equivalent to $9.26 per inpatient day— the data developed on page 34 do indicate quite

obviously the largest factor in the total $15.76. clearly the impact of these forces. Thus, the tre-

increase in the per day cost which took place mendous effect of changing medical technology

between 1953 and 1962. and patient-care methods can be observed by
The other one-third of the increase since 1953 examining these costs other than wages and

is attributable in nearly equal amounts to (1) salartes in this manner :

more patient days of care performed, and (2)

the need for more personnel per patient day, Per ll)’géic"t

primarily in the direct Patient-Care phase. In the Patient-Care area—the profes-

‘hi : okl sional work, the nursing, the labora-
Exhibits 10 and 18 in .the Statistical Supple- tory, X-ray and all other similar areas
ment document these findings. —these costs per patient day increased
from $2.49 in 1953 to $4.90 in 1962, an

b. Costs Other Than Wages and Salaries increase of $2.41

(97% increase)

The Commission did not develop detailed ex-
C n p € In the “Hotel-like” area, the dietary costs

planations for tha.t one-third portion of total hos- actually declined slightly and the
pital expenses which consists of costs other than “household” costs increased somewhat,
but together increased only | $ .77

wages and salaries, for the reason that the pri-

. (24% increase)
mary causes are sufficiently clear (and many are

within common knowledge) as to make detailed Th;elilm;’:c(ff ‘:fw?ftfﬁg dj;‘rfr‘;‘;gdg}fgesc{ﬁgz
documentation unnecessary. The principal causes hospital facilities under today’s price
are fourfold: level, is only reflected in small part

by the increase which has already

. . . . . taken place in the costs for interest
(1) Price level inflation, which raised the and depreciation, which during the

prices of food, materials, medical supplies, and 1953-12_62 pderiodf have gzilreadlysgisen, 0
services just as much for hospitals as for every per patient day, from §.91 to $1.83 or (100% ?n.csi‘ease)
other segment of activity.

(2) Greater volumes of medical supplies per c. Evaluation of Operating Costs

patient, whether for X-ray, laboratory, and While the foregoing material has isolated and
other diagnostic procedures, or for the drugs, measured the amounts and causes of the large in-
instruments, equipment, and devices involved in crease in expenses, the Commission also en-
the more sophisticated treatments of illness. deavored to compare Maryland’s experience with
Emphasis on new drugs to combat a specific the results elsewhere ; for while such comparisons
disease produced a specialization which in- do not of themselves prove that a given level or a
creased both their variety and their cost. given increase in costs is warranted or appro-
(3) Additions to and upgrading of older hos- prizzte,. they do help to- judge the quality of the
analysis. .

pitals, or the substitution of new hospitals for
old ones. This process inevitably involves im-
mediately higher operating expenses because
modern facilities cost more than old or obsolete (1) A Comparison With Nationwide Results
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Two comparisons have been made;
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Material already presented herein includes
the following:

%o
1962 Increase

1958
Maryland: Inpatient Cost per
Inpatient Day $19.34 $35.10 82%
U. 8. A.: Total Hospital Costs
per Inpatient
Day* 19.95 36.83* 8b5%

(The U.S.A. figures cannot be compared di-
rectly with Maryland’s (see note below),
but the % increase is not appreciably af-
fected thereby)

Inasmuch as Maryland’s hospital beds are in
larger institutions to a greater extent than the
national average, and since per day costs are
generally higher as the size of the hospital in-
creases, the following comparison for 1962 is
also in order:

1962
Operating Expenses for Various Sizes
of Hospitals
Maryland U.S.A.
Total Total
Inpatient Hospital Hospital
Costs per Costs per Costs per
Inpatient Inpatient Inpatient
Day Day* Day*
400 beds and over $43.86 $562.46 $39.12
300 to 399 beds 33.76 37.42 38.85
200 to 299 beds 32.81 35.83 38.74
100 to 199 beds 31.80 34.14 35.55
50 to 99 beds 28.76 30.51 32.65
under 50 beds 30.03 34.54 30.93
weighted average
of all beds 36.10 39.39 36.83
(2) A Comparison With a New Jersey Study

This Commission is indebted to a somewhat
comparable body appointed in New Jersey for
a unique and revealing method of analyzing in-
creases in hospital costs which it made in 1960.
While the analogies are not completely correct,
the New Jersey Commission grouped all costs
under two headings, namely ‘“Hotel-like” costs,
and Patient-Care costs. Under the former it
placed the cost categories ‘“Administrative,”:
“Dietary,” “Household,” and under the latter
it placed the categories ‘“Nursing,” ‘“General
Professional Care,” and “Special Services.”
These two groups of costs were then stated in
terms of “Cost per Patient Day.” This Commis-
sion has made a similar analysis, although it
has added to “Hotel-like” costs the items of in-
terest and depreciation expense. The results,
and the comparisons with New Jersey (which
were made for 1953 and 1958) are shown in

Footnote:

* “Inpatient Costs per Inpatient Day,” which are used
_herein to measure Maryland operations, are not available
for the United States as a whole. For the latter, only
the “Total Costs per Inpatient Day” can be computed;
this is the result of dividing both Outpatient costs plus
Inpatient costs by Inpatient Days alone; and it is not as
meaningful a result because the proportion of outpatient
work to inpatient work varies considerably as between
hospitals. However, if Maryland’s outpatient plus in-

patient costs were also divided by inpatient days only, the
weighted average cost per day would be $39.39.
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detail on page 34. The major comparisons are:

Inpatient Costs per Inpatient Day

1958 1958 1962

“Hotel-like” costs per day

Maryland* $ 803 $ 9.90 8$12.31

New Jersey 9.03 10.70
Patient-Care costs per day

Maryland $10.42 $16.00 $20.96

New Jersey 1244 17.73
Total Costs per day (Excluding

depreciation and interest)
Maryland* $18.45 $25.90 $33.27
New Jersey 2147 28.43

(* Maryland’s figures exclude interest and depreciation in
this tabulation so as to conform to the New Jersey
method.)

Maryland’s increase in total “Hotel-like” costs (includ-
ing depreciation and interest) was 58% between 1953
and 1962. The total was $14.14, and included the cost of
meals. Aside from their comparative value, the Com-
mission has included these findings because of several
comments it received from the public during its delibera-
tions which suggested that hospital room rates should be
compared with hotel or motel room rates, The compari-
son is not too apt, but the approximations shown here
may be of some help to those who nevertheless wish to
make such comparisons.

The similarity of experience and the’ close-
ness of results both in aggregate and detail are

striking, and we think they are significant.
Conclusions as to Operating Expenses

1. The principal causes of the sharp rise in hos-
pital operating costs lie essentially in five phe-
nomena:

a. The public increased its use of hospitals by
much more than population growth alone would
produce;

b. Present-day medical technology, while much
more effective than formerly, requires more
manpower per patient, more technically trained
people, and more expensive equipment and
drugs, than the technology of a decade ago;

c¢. Higher wage rates and shorter hours were
needed to obtain and hold the type of personnel
now required to operate a hospital, as well as
to correct the previous too-low pay levels;

d. Inflation in the nation’s price levels in-
creased costs other than wages;

e. There has been an increasing need to re-
place obsolete or inadequate (but lower cost)
facilities with more costly new or upgraded
modern ones, plus the need to provide present-
day standards of comfort in both new and old
facilities.

2. The rise in Maryland’s hospital costs during
the period of nearly a decade has been just about
like that for the nation as a whole. Neither meas-
urements of significant details, nor comparisons
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MARYLAND HOSPITAL SURVEY

SUMMARY OF TOUCHE, ROSS, BAILEY & SMART DETAILED COST ANALYSIS
OF THE HOSPITAL SAMPLE

1953
TYPE OF HOSPITAL
‘ Large Large ‘ Small Large Small
Total* Teaching City City County County
1. Personnel per 1,000 Patient Days Full-Time Inpatient Employees (including equivalent full-time temporary)
Administrative.... A7 .60 82 65 44 43
Dietary................. .67 .79 57 N .65 .69
Household................c.oooooiiiiiiie, 1.03 - 1.18 - 1.09 1.17 .81 .68
‘‘Hotel-Like’ Operations........ .......... 2.17 2.57 1.98 2.55 1.90 1.80
General Professional Care......................... .62 . 94 . .67 . 44 41 A7
Nursing......cooocooeviiviiivannn, 2.24 2.41 1.95 2.78 2.00 2.50
Special Services .89 1.38 .50 .75 1.04 - .59
“Patient Care” Operations................ 3.75 4,73 3.12 3.97 - 3.45 3.26
 TOTAL e 5.92 7.30 5.10 6.52 5.35 5.06
2, Total Cost pér Patient Day : e - E
Administrative.............c.ccco...... $ 199 ‘$ 2.91 $ 1.47 - $ 210 $ 1.56 $ 1.76
Dietary....... . 2.97 3.30 2.85 © 3.00 2.96 2.55
Household...................c..ocoo. e - 3.07 3.20 3.60 2.99 2.51 2.22
Depreciation and Interest..................... 91 1.86 .56 7 .98 1.08
‘“‘Hotel-Like’” Costs........c.ccooevevrrvnnnn.n. $ 8.94 $10.77 $ 8.48 $ 8.86 $ 8.01 $ 7.61
General Professional Care.......................... $ 2.42 $ 3.17 $ 2.23 $ 2.64 $ 1.89 $ 1.93
Nursing.......ccococoeeeeceiennn. 4.89 5.80 4.10 . b.78 4.60 4.86
Special Services ” 3.11 4.24 . 2.67 2.56 3.16 L 244
“Patient Care” Costs............c...c......... $10.42 $13.21 $ 9.00 $10.98 $965 | %923
TOTAL oo, $19.36 $23.98 $17.48 $19.84 $17.66 $16.84
1962
3. Personnel per 1,000 Patient Days Full-Time Inpatient Employees (including equivalent full-time temporary)
Administrative ) 60 2 59 67 53 52
Dietary .71 .81 .1 .80 .60 . .69
Household . .96 1.10 99 1.08 .81 T4
‘““Hotel-Like” Operations.................... - 2.27 - 2.63 2.29 2.55 1.94 1.95
General Professional Care....................... NERE 1 20 .13 .65 .58 .25
Nursing.........cooooveeveeiieeeen, 2.66 2.95 2.89 2.93 2.03 2.62
Special Services 1.29 1.83 1.05 1.08 1.42 .81
“Patient Care” Operations.............. 4.68 5.98 4.67 4.66 4.03 3.68
TOTAL ..ot 6.95 8.61 6.96 7.21 5.97 5.63
4. Total Cost per Patient Day )
Administrative............cccoocoooooiiiiinn $ 4.02 $ 5.65 $ 3.66 $ 4.15 $ 3.16 $ 3.36
Dietary......... 3.49 3.60 3.65 3.63 3.46 3.01
Household.......................... 4.80 6.06 4,94 4.49 427 - 3.50
Depreciation and Interest.......................... 1.83 2.23 2.22 1.09 1.47 1.58
“Hotel-Like’’ Costs...........c.ccoooevvnn. $14.14 $17.54 - -$14.47 $13.36 $12.36 $11.45
General Professional Care......................... $ 4.68 $ 5.81 $ 4.80 ‘$ 643 | $354 | $ 304
NUrsing......occoveeeoeioieoiiee. 8.58 9.91 8.42 9.14 7.87 T7.44
Special Services 7.75 .10.60 '7.47 6.81 1.16 - 5.72
“Patient Care’’ Costs............c............. $20.96 $26.32 $20.69 $22.38 $18.57 $16.20
TOTAL ......oooviiiceiiiiie e $35.10 $43.86 $35.16 $35.74 $30.93 $27.65

* Data for the Special Hospitals included herein are not shown separately in this-éxhibit.
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MARYLAND HOSPITAL SURVEY
DIVISION OF TOTAL COSTS INTO “HOTEL-LIKE” AND “PATIENT CARE” COSTS

I. ‘‘Hotel-Like”’ Costs (an approximate term)
1953 1958 1962
Inpatient Total Inpatient Total Inpatient Total
Personnel | Salary Costs Personnel | Salary Costs Personnel | Salary Costs
Per 1,000 Costs Per Per 1,000 Costs Per Per 1,000 Costs Per
Patrent . Per Patient Patient Per Patient Patient Per Patient
Days(a) Patient Day(b) Days Patient Day Days(a) Patient Day(b)
Day Day Day
Administration.......... 47 $ 1.20 $ 1.99 .54 $ 1.74 $ 2.99 .60 $ 2.30 $ 4.02
Dietary.....c..ccccooennn. .67 1.10 2.97 .70 1.36 3.24 1 1.75 3.49
Household.................. 1.03 1.72 3.07 1.00 2.06 3.67 96 2.5 4.80
Depreciation and
Interest.................. 91 1.23 1.83
ToTAL.................... 2.17 $ 4.02 $ 8.94 2.24 $ 5.16 $11.13 2.27 $ 6.60 $14.14
% Increase, 1962 over 1953.............cccooovvvreeeeieeeeeee 5% 649, 589,
Inpatient Salary Costs per patient day increased (1962 over 1953)....  $2.58 (649,)
Non-Salary Costs (mainly food, materials, service) increased.......... 1.70 (429,
Depreciation and interest charges increased...........................ccooo0 92 (100%)
$5.20
II. ‘‘Patient Care” Costs
General Pro-
fessional Care...... .62 $ 1.07 $ 242 .70 $ 1.71 $ 3.60 .73 $ 2.54 $ 4.68
Nursing................... 2.24 4.69 4.89 2.47 6.72 7.07 2.66 8.12 8.53
Special Services ...... .89 2.17 3.11 1.04 3.69 533 1.29 5.40 7.75
TOTAL oo 375 | $7.93 | $10.42 421 | $12.12 ' $16.00 l 4.68 l $16.06 | $20.96
% Increase, 1962 over 1953.............ccc.cccooviveiiiiieeiee 259, 1029, 1019,
Inpatient Salary Costs per patient day increased (1962 over 1953).... $8.13 (1039,
Non-Salary Costs increased (chiefly material and laboratory sup-
PIES) ...t et et 241 (989,
$10.54
III. Total Costs ........... 5.92 $11.95 $19.36 6.45 $17.28 $27.13 6.95 $22.66 $35.10
person person person
(a) 909 of the total increase in the personnel required per 1,000 patient days occurred in the
“‘Patient Care” category, and 109, of it occurred in the ‘‘Hotel-Like” category.
(b) 679 of the total increase in costs per patient day occurred in the ‘“Patient Care” category
and 339, of it occurred in the “Hotel-Like” category.
IV. Comparison with a similar study made in 1960 by a New Jersey Commission:
1953 1958
Hotel-Like | Patient Care Hotel-Like | Patient Care
Co_sts Costs Total Costs Costs Costs Total Costs
New Jersey
(Excludes Depreciation and Interest)
Inpatient salary costs per patient day.... $ 5.01 $ 8.95 $13.96 $ 6.26 $12.89 $19.156
Total costs per patient day.................... 9.03 12.44 21.47 10.70 17.73 28.43
Maryland
(Above costs excluding Depreciation
and Interest)
Inpatient salary costs per patient day.... $ 4.02 $ 7.93 $11.95 $ 5.16 $12.12 $17.28
Total costs per patient day..................... 8.03 10.42 - 18.45 9.90 16.00 25.90
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with experience elsewhere indicate that the great
bulk of the increases in Maryland’s hospital costs
could have been avoided in any significant degree,
under the methods of organization by which they
were actually operated.

3. There is no doubt that hospital costs could
have been held down to a lower level by the elimi-
nation of many comfort factors, lowering of stand-
ards of care, though without endangering health,
a slower rate for the adoption of costly new de-
velopments, etc. This, however, in the eyes of the
Commission is neither realistic nor a helpful
answer in the public interest, although it is a com-
pletely feasible course. We have therefore limited

86

ourselves and the preceding conclusions to the
standards of patient care, professional relation-
ships, and methods of advancing the art of
medical care which the nation as a whole, and
Maryland with it, have pursued. They do not
necessarily imply that hospital costs could not
have risen to a lesser degree than they have, or
could not be lower now than they are. The Com-
mission is aware that costs could be lower under
other standards of patient care or comfort, or
perhaps even under the same standards of care
and comfort but with other methods of hospital
organization or operation. (See, for example,
Section VIIL.)




1V. How did Operating Expenses compare with Income?

What balance was achieved between operating losses or gains and other income?

SUMMARY

In the aggregate, hospital operations were conducted at a loss. The largest losses
were incurred by the four hospitals which conduct the major teaching programs or
are governmentally operated (Johns Hopkins, University, Sinai and Baltimore City) ;
University Hospital and Baltimore City Hospitals incurred losses of $6.8 millions
which were absorbed by the State and City governments, and the other two institutions
incurred operating losses of $2.2 millions which were partly met out of endowment
income, charitable or other sources. The remaining 40 hospitals operated (in the
aggregate) at a loss of about $.7 million, and they received help from gifts, grants,
and other sources of enough to overcome the operating losses by a moderate margin.
For this latter group the margins between Gross Income and Operating Expenses
were quite narrow in all but a few of the individual hospitals; using aggregate
figures the margin was 19%. It also appears to the Commission that provisions for
depreciation expense are too low, and to this extent the actual losses may be larger
than actually reported. It is reasonably clear that the voluntary nonprofit hospitals
could not render their present services at present rates were it not for public contri-

butions, charitable gifts, endowment incomes, or other sources of funds.

1. Material

The Commission summarized the income ac-
counts of the 44 general hospitals in the State. It
asked each hospital to furnish the audited and
certified statements for its normal fiscal year end-
ing in 1962. These income statements do not
cover precisely the same months in every case, be-
cause the fiscal years are not entirely uniform, and
this procedure produces an aggregate of Oper-
ating Expenses which differ slightly from the
sample of Operating Expenses which were sub-
jected to detailed analysis in a preceding section
of this Study. The difference is only 1%, and
has no bearing upon the income accounts under
analysis here.

It is also necessary to recognize a major differ-
ence in the financial backgrounds of the Univer-
sity and the Baltimore City hospitals in compari-
son with the others. In the case of University
Hospital, their accounts do not include any com-
pensation for services rendered to patients under
the State’s “Certified Medically Indigent” pro-
gram; in the case of Baltimore City Hospitals,
their accounts do not include that portion of “Cer-
tifled Medically Indigent” compensation which is
payable by the City itself. In consequence their
Operating Losses are overstated in comparison
with the results of the other 42 hospitals.

2. Results

In the aggregate the gross charges made by the
hospitals for all their services were $115.5 mil-
lions. Of this sum they did not collect $21.2 mil-
lions, and their receipts were therefore $94.3
millions.

The combined operating expenses reported by
these 44 hospitals were $104.0 millions. The Oper-
ating Loss, in the aggregate, was $9.7 millions.
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A more useful subdivision of these aggregate
results is as follows:

a. University Hospital and Baltimore City

Hospitals

Gross Income
(services rendered) $12.8 millions
Uncollected 6.1 millions
Gross Income, less Uncollected  $ 6.7 millions
Operating Expenses 13.5 millions
Operating Loss $—6.8 millions

The large amount of indigent work performed,
for which full billings are not included under
the governmental accounting procedures previ-
ously described, substantially affects the “Oper-
ating Loss.”

b. Johns Hopkins Hospital and Sinai Hospital

These two are grouped together because they
are very large “teaching” hospitals, and be-
cause their financial background is quite differ-
ent (in degree, at least) from other hospitals.

Gross Income

(services rendered) $25.7 millions
Uncollected 5.3 millions
Gross Income,

less Uncollected $20.4 millions
Operating Expenses 22.6 millions
Operating Loss $-2.2 millions

These two institutions have other sources of in-
come or support. The operating losses were met
mainly by (a) endowment income, (b) gifts
and public contributions, (¢) in the case of
Sinai, by Associated Jewish Charities, and (d)
depreciation expenses that could not in fact be
set aside as they should have been, because of
these operating losses, For these two hospitals
together, the supplemental net nonoperating in-




comes fell short of the operating losses by about
$1 million.

¢. The Other 40 Hospitals

In the aggregate, their results for fiscal
periods ending in 1962 were:

Gross Income

(services rendered) $77.0 millions
Uncollected 9.8 millions
Gross Income,

less Uncollected - $67.2 millions
Operating Expenses 67.9 millions
Operating Loss $- .7 million

In the aggregate, the operating loss was one
percent of the amount collected for services
rendered. In 27 oiit. of the 40 cases, the oper-
ating gain.or operatirig‘. loss was within a mar-

gin of 5% of the gross income, and in 7 more

they were within 89%. In five of the remaining
cases there was an operating loss of greater pro-
portions, and in one case there was an oper-
ating gain.

These operating losses were (in.the aggre-
gate) offset by nonoperating sources: appro-
priations in the case of two counties, endow-
ment income in isolated instances, public or
other charitable contributions, or grants.” For

the 40 hospitals the sum of all these nonoper-

ating sources was' $2 mllllons

d. A general noté needs to be added To the
extent that 1nsufﬁc1ent_ provision is currently
being made for the annual cost of hospital

equipment ‘and buildings which are currently

wearing out, then the actual operating losses
are in reality greater than reported. Inade-
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quate provisions for this cost prevent replace-

ment of needed facilities when they wear out,

become inadequate or obsolete, and increase the

hospital’s dependency on new grants or gifts
" for replacement purposes.

The aggregate provision for “depreciation ex-
pense”’ (as this cost is customarily termed) was
on the order of $5 millions for 1962. The Com-
mission is not able to estimate what amount
would be adequate, but a $5 millions annual al-
lowance seems quite low in view of present-day
costs of equipment and present-day costs of re-
placement construction for a hospital plant of
approximately 9,200 beds plus all of the related
equipment...

3. A statemeﬁt of the hospitals according to size
and type is shown on the ensuing page. The three
groupings above may be combined as follows:

" 1962 Results—In Millions of Dollars

Univer-
Johnsg sity
Hop- and
40 kins Balti-
Hos- and Sub- more
. pitals Sinai total City Total
Gross Income $77.0 $25.7 $102.7 $12.8 $115.5
Uncollected ‘ 9.8 5.3 15.1 6.1 21.2
Gross Income . . '
less Uncollected $67.2 $204 $ 87.6 $ 6.7 $ 94.3
Operating Expenses 67.9. 22.6 90.5 13.56 104.0
Operating Losses $- .7 $-22 $-29 368 $- 9.7
Other Income _ 2.0 1.2 3.2
Balance of Operating
Losses mmus Other
Income $13 $10 $ .3

-4. It is reasonably clear that the voluntary non-

profit hospitals of the State could not render their
present services at present rates were it not for
public contributions; charitable gifts, endowment
incomes, or other sources of funds.
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V. What are the facts about the size and utilization of hospitals in the State?

As a separate question, are there too many general hospital beds in Maryland?

SUMMARY

Maryland’s general hospital facilities are fewer in relation to the population served,
than elsewhere in this general section of the country or for the nation as a whole.
Per thousand of population in 1962 the days of hospital care obtained were one-sixth
less than elsewhere (827 days versus 999 days); the number of beds was only 2.9
versus 3.6; the number of admissions was only 101 versus 131. Reasons for this are
not clear to the Commission. However, the characteristics of hospital usage after
admission of the patient were reasonably similar: the average length of stay was
about a half day longer than the national average (8.2 versus 7.6 days), but the
‘“occupancy factor” (the proportion between the actual number of days a bed is
occupied during a year, and the maximum number of days it could be occupied) was
slightly better than the national average (79.5% versus 75.1%).

A higher caliber of hospital care for the State, than for the average of the nation
should be expected from these two facts: Maryland’s people are served in greater
proportion with large hospitals and in lesser degree with small hospitals; and a
greater proportion of its beds are in hospitals which are part of a university-medical
school complex.

The more detailed facts (by type of case, by type of hospital, or by type of accom-
modation) show that there has not occurred any lengthening of the stay per patient
nor any lessening in the intensity with which the facilities are used. While the days
of hospital care per 1,000 population rose 109% between 1953 and 1962, this was
apparently due to a 12% rise in admissions and not to a longer stay per patient.
Greater availability of hospital care to all segments of the people seems indicated
by these facts, rather than any observable deterioration of medical or administrative
methods for controlling the length of stay per case or a less intense use of the bed
capacity.

As to the question “Are there too many general hospital beds in Maryland?” the
Commission concludes that such bed capacity is probably too limited for the public
good rather than too plentiful, except for pediatric beds. If available hospital beds
are not now at the ideal number, it is more likely that they are short of what is
required rather than in surplus supply. It notes that this conclusion, based upon
detailed findings, also is in gencral agreement with the common-sense meaning of
the fact that the present number of hospital beds per thousand of population could
be increased 25% before reaching the national average or the average of the Atlantic
Seaboard States.

The Commission also concludes from all these facts about hospital usage that the
large vise in hospital costs (1) was not due to excessive facilities, or to any lengthen-
ing of the patient’s stay in the hospital, and (2) is traceable to causes that are far
deeper and wider than Maryland’s own practices—causes that are national in scope
and not essentially local in nature.

One supplemental study shows that Saturday-Sunday occupancies declinc 3% to
11%, with the average of over 6% ; it also shows that substantial declines occur over
holiday periods, particularly at the year-end. Another supplemental study deals with
very long stay cases.

GENERAL HOSPITALS IN MARYLAND, 1962 The 20 hospitals in Baltimore gave 1,712,937
Personmel patient days of care, and the 24 hospitals in the
(Full- counties gave 961,998 patient days.
No. of Bed Time . . . .
Hos-  Capac-  Patient Equiv- This means that in Baltimore, which has 30%
City pitals ty Days alent) of State population, 64% of all patient care in the
Large Teaching State was given. Ower half of the total patient
ngzpéti%;s 3 213 620,244 5,338 care in the State was furnished by only eleven
Hospitals 8 2,556 753,033 5,241 hospitals. T
Small City ) . o .
Hospitals 6 956 282,092 2,034 1. Size of Maryland’s General Hospital Facilities
Subtotal 17 5643 1,655,369 12,613 and the Degree to Which These Facilities are
County Used
el 1 2 09,962 63 ’
S /010 609, 3,639 a. Hospital beds in relation to population
Hospital 17 1,352 352,036 1,836 .
"szl‘);til 5T 3382 561058 5475 Maryland has a lesser number of hospital
3 Specialized Hos- beds in relation to the size of its population than
pitglts finduded 5 210 57 568 538 is true for the nation as a whole or for the en-
T(:; . udy I 9991 56743 isdaer tire Atlantic Seaboard or for the group of
* Inaccuracy believed to be within a 1% - 2% range. South Atlantic States of which it is a part.
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(There are 3.6 general hospital beds per thou-
sand of population for the U.S.A. as a whole;
there are 3.7 such beds along the Atlantic Sea-
board; there are 3.3 such beds for the South

Atlantic States as a group. In Maryland there.

are only 2.9 such beds per thousand of popula-
tion.) : .

b. Movre of the hosmtal beds a?e m larg ger m-
stitutions

Maryland serves its people in greater pro-
portions with larger hospitals and in lesser pro-
portions with the smaller hospitals than is true
for the U.S.A. as a whole. Furthermore, a
greater proportion of its general hospital beds
are in establishments which are part of a uni-

versity-medical school complex. A higher cali-.

ber of hospital care in Maryland as a whole
than the average for the nation should be. ex-

pected from the presumably better equipped

and more ably operated institutions which these .

two characterlstlcs should produce.

Hospitals under 100 beds in size have’ 10%
of the State’s total bed capacity ; for the U.S.A.
as a whole, 23% of the bed capacity is in these
very small hospitals. ‘Hospitals with less than
200 beds represent 27% of the total bed capac-
ity in the State whereas for the country as a
whole this number is 45 %. '

In Maryland'ap'pro'Ximatel'y'50% of the beds

are in hospitals ranging between 200- and. 400-
bed capacity; for the country as a whole, only-

31% of the bed capacity are in hospltals of
this size.

Moreover, its two largest hospitals are part

of a university-medical school combination, and"

these represent 18% of all the hospital beds in
the State. For the nation as a whole, hospital
beds which are part of a university-medical
school combmatlon represent only 10% of the
total. :

Use of hospitals s less in Maryland than
elsewhe're '

- "Maryland’s people apparently go to hospltals
to a lesser degree per thousand of population
than is true for the U.S.A. as a whole or for the

. Atlantic Seaboard or for the South Atlantic

States.

Admissions per thousand of population in
1962 were 131 for the U.S.A. and they were 127
for each of the Atlantic Seaboard and the South
Atlantic States. In Maryland this figure was
only 101 per thousand of population.

‘The ratio :is not-a measure of whether hos-
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" pital beds are used as fully in Maryland as else-

where, nor is it a direct measure of whether
there are enough beds for the population. In-
stead its significance is that fewer people per
thousand of population go to hospitals in Mary-
land, or go less often.

"It is not at all clear to the Commission why
this is so. :

It may be that more patients are treated out-

"side of hospitals than elsewhere because there

are more practicing physicians in Maryland
(per thousand population) than elsewhere.
Only nine other states (including D.C.) have
more doctors per thousand than Maryland and
three others have just as many, but the other
38 have less.
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